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ST trust duties can’t be delegated. But the signing of 
dividend checks, as well as their preparation, can be 


handled quickly and easily by one of your clerks using the 
Todd Disbursement System. Four separate steps—imprint- 
ing amounts, listing amounts to the check register, adding, 
and signing—are completed in a single operation at the 
rate of 1000 or more an hour. 

An Eastern bank* which recently installed this equip- 
ment says: “It is working out even better than we expected. 
One girl is doing the same work formerly done by three, 
and we are preparing checks much faster than before.” 

Get the work done faster in your institution. Free your 
officers from the time-consuming task of signing checks by 
hand. Give them a greater number of hours for executive 

work. Write today for detailed information about the Todd 

Disbursement System, or request a Todd representative to 


*Name on request 


call and answer your questions. 
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Post-Hotipay OuTLooK. Business continues at a good 
level but the test will come after the first of the year. Expe- 
rience and, to some extent, statistical evidence indicate that 
this Autumn and early Winter pace will not carry over very 
far into 1940. 

War buying may provide something of a cushion, but 
any period of recovery that has progressed as quickly as this 
one will need a little while to catch its breath. There are 
other reasons for expecting a lull, including that spearhead 
of all reasons, bureaucratic interference and regulation. 

SoME UNSOLVED Prosiems. Business is getting back to 
sober reality after an attempt to concentrate on the war 
and forget about the skeleton in the closet, a case of out 
of sight, out of mind. There are still the confidence-shak- 
ing national deficits, the dizzy buying of gold and silver, the 
rising pool of bank reserves, the apparent absence of any 
brakes on the credit machinery, and the disturbing uncer- 
tainties of an approaching election year. 

Two Opposinc Forces. It may become a contest between 
the ups, with eyes on inflation, and the downs, with eyes 
on political hazards. Inflation is still largely an academic 
question but politics is something real. The next session of 
Congress and the sparkling festival that occurs every 
four years are definitely on the program. 

The inflationary germ is thriving on war and the constant 
dilution of our currency through what is euphemistically 
called deficit financing. Anxiety about the value of the dollar 
and the trend of prices is at the bottom of a great many 
things, including the inventory trouble that some are begin- 
ning to worry about. 

On the other side, acting as a powerful damper, is the 
inclination to wait and see how certain big national questions 
are going to be answered. For example, will the Govern- 
ment get further into business or get out? Shall we have a 
few more flings at socialized commerce and finance, or call it 
a day? Can effective safeguards against inflation possibly be 
made to operate side by side with our traditional system in 
a way that would not strike a hard blow at free enterprise? 

Cross INDEX. BANKING’s index of the general trend of 
business, obtained from a poll of 3,000 bank directors and 
bank presidents in all sections of the country, compared 
with the previous month, shows a decline so slight that it is 
hardly noticeable. It reflects a high rate of business activity, 
well sustained. 

Sixty-two percent of those polled for the purpose of this 
summary said that business was getting better, 28 per cent found 
conditions about static and 10 per cent reported a decline. This 
compares with the month before when 65 per cent said that the 


The Condition of BUSINESS 


Below, six recent New Years 


FACTORY EMPLOYMENT 


direction was up, 26 per cent reported that their respective 
enter prises were holding their own, and 9 per cent reported an 
unfavorable trend. 

Here is a tabulation of the poll for recent months, giving 


percentages of replies under the three general questions 
asked: 


UP UNCHANGED DOWN 
35 35 30 
65 26 9 
62 28 10 


ConGreEss NEXT. January’s Congress raises the customary 
big question mark but, innocently perhaps, business is less 
worried than usual about what is going to happen. Here 
again the war may be the reason, indirectly at least, because 
it is hard to imagine much energy being given to monkeying 
with business when there are important matters to look after. 

Also, the social order-changers have had several busy 
years and will soon be in the position of criticizing their 
own handiwork and tampering with it. 

Arms ExPEenpiTureES. Further large increases in naval 
strength will be asked when Congress meets and the outlays 
for the army will be greatly augmented. Estimates of ex- 
penditures on defense run up to $2,000,000,000 in excess of 
the heavy expenditures already provided by Congress for 
the current fiscal year. 

The cost of unemployment relief should be materially re- 
duced if the improvement in business holds up for any 
period. It is reasonable to expect, however, that this burden 
would continue to be serious even under the best of business 
conditions. Revenues will be augmented but the increase on 
the right side of the ledger cannot possibly equal the larger 
appropriations required by circumstances of the moment. 

Tax Prospects. It will take a clear case of necessity to 
force tax revision during a pre-election session of Congress. 
The whole question is so controversial that two houses will 
certainly shy away from it during the short session. 

War’s Minor Part. The real basis for advance is still 
domestic demand, particularly for capital goods. Railway 
equipment, plant expansions, new construction, increased 
automobile output and orders for new machinery are keeping 
the steel mills going at a high rate. Most of the purchasers 
are asking for early delivery, indicating that it is not a case of 

buying up supplies in anticipation of higher prices. 
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TAKING Up THE S.ack. In the case of special industries, of proving to some extent. This is evidenced by a moderate but 
course, the prospect of war orders is extremely important. steady rise in commercial, industrial and agricultural loans 
The cash-and-carry plan of selling to belligerents is not during most of the Autumn. The Treasury has been doing a 
going to do our shipping industry any good, but war great deal of financing in the final quarter of the year. Per- 
supplies and munitions makers are facing a busy haps the most significant aspect of this fact is that the way 


time. will be clear for heavy new issues next spring. 
BETTER FINANCIAL OuTLooK. Banking conditions are im- R. 


Below, six recent New Years 
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Justas dynamite behaves for men who know 
its whims, so will an industry’s inherent 
dangers withhold their fury for men who 
know theindustry’s habits. Ina quarry where 
sincere efforts have been made for years to 
reduce accidents to workers, American 
Mutual — with mining engineers on its staff 
of safety consultants—reduced in three years 
the man-hours lost due to injuries by 97%. 


When American Mutual first came into the 
picture through workmen’s compensation 
insurance, its engineers noticed lax methods 
of safety supervision. Operating men, will- 
ing to promote safety, hadn’t the proper 
training. American Mutual’s job was to in- 
stitute an educational campaign equipping 
superintendents and foremen to recognize 
unsafe practices, apply corrective measures. 


AMERICAN MUTUAL LIABILITY INSURANCE COMPANY, Home Office: BOSTON, MASS. Branches in 59 of the Country’s Principal Cities 


CASUALTIES 
97% LESS 


The illustration is of a dynamiting operation in a Southern quarry, insured by American Mutual 


DIPLOMAS WITH DIVIDENDS 
Because American Mutual’s engineers know 
the mechanics of industry as well as safety 
principles the campaign was successful. As 
an example of their strategy, they stimulated 
workers’ interest in accident prevention 
through a first aid class, conducted by an 
American Mutual engineer holding 
an instructor’s certificate from the 
U. S. Bureau of Mines. Today, al- 
most 300 workers hold U.S. Bureau 
of Mines Certificates in First Aid. 


Each certificate is a token of the 
profits this firm receives—through 
safety consultants who know the 
policyholder’s industry. Lower in- 
surance costs and increased operat- 
ing efficiency result from safety plan- 


if 


ning. And the cash dividend, earned regu- 
larly by all policyholders on practically all 
forms of personal and business insurance 
has saved at least 20% on premium costs. 


Banks with strict requirements will find 
our associated company, Allied Ameri- 
can Mutual Fire Insurance Company 
acceptable. 

Policyholders’ dividends on fire insur- 
ance have always been 25% or more. 


| gel 3 profits with 


American Mutual 


Clients of your bank will see this advertisement in Business Week, Fortune, Nation's Business and Time 
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OVER HERE 


GEORGE E. ANDERSON, Washington 
writer for BANKING, discusses from the 
Capital’s viewpoint some reflections of the 
war in this country. Mr. ANDERSON’S 
regular Washington column appears on 
page 78. 


The International Dollar 


Washington, D. C. 

NTERDEPARTMENTAL commit- 
| tees of the Federal Government sit 

in Washington in an endeavor to 
find some means of lending hundreds of 
millions of dollars to Latin America 
on conditions which offer a reasonably 
good prospect that the money will be 
repaid in due time. 

If a resident of Great Britain wishes 
to remit money to a compatriot in a 
German prison or concentration camp 
or a German wishes to do the same for 
a compatriot in Great Britain the 
machinery of the United States Gov- 
ernment is employed. These affairs, big 
and little, illustrate the position of the 
United States as the world’s chief 
international banker. 

It is not a function altogether new 
for this country. In the period immedi- 
ately following the war of 1914-1918 
the United States became the world’s 
chief banker. Soon after Great Britain 
resumed the gold standard at the old 
value of the pound sterling, that nation 
regained much if not most of its former 
standing as the leading world deposit 
nation, only to lose its position when it 
left the gold standard in 1931. There- 
after the United States again came into 
leadership, but it lost its advantage 
in turn when gold left the country 
during 1932 and early 1935 followed by 
the formal devaluation of the dollar in 
1934. Since that period the dollar has 
again become the measure of all curren- 
cies and this leadership has been empha- 
sized beyond all former comparisons by 
the unsettled situation in Europe. 

The outbreak of war has brought this 
development to its highest point. The 
Scandinavian countries, normally tied 
to sterling by commercial relations, 
have been compelled to break away 
from the pound. Japan, too, has finally 
been forced to abandon the yen’s rela- 
tion to sterling at a sacrifice of con- 
siderable trade advantage in British 
colonies and other parts of the world 
where sterling still dominates. The 
sterling bloc has been largely reduced to 
the British Empire itself, while the rela- 
tion of this bloc to the dollar is such 
that British interests find it advisable 
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to trade as far as possible within the 
bloc lest a further disadvantageous 
margin between sterling and the dollar 
be developed. It is inevitable that with 
two-thirds of the monetary gold stocks 
of the world in this country and more 
pouring in from war stricken nations 
there should be American dominance 
of world finance. 

It does not follow, however, that this 
situation is advantageous to the United 
States or any other nation. A banker 
nation, like a banking institution, can 
derive profit from the funds in its con- 
trol only if they are fully employed. 

No easy solution for the problem of 
foreign lending under current world 
conditions can be found, but it is a 
problem which should engage the at- 
tention of every banker and public 
servant. It is doubtful if a substantial 
beginning can be made without Govern- 
ment cooperation and possibly Govern- 
ment help—something which bankers 
and investors are likely to oppose at a 
time when too much Government coop- 
eration and help in some lines is a sub- 
ject of complaint. So long as present 
international financial conditions con- 
tinue, however, world business other 
than evanescent and dangerous war 
business will continue to operate under 
overwhelming disadvantages. If the 
United States proposes to continue as 
the world’s chief banker it must do a 
world banking business. This is some- 
thing more than being merely a deposi- 
tory for jittery funds from the rest of 
the world. 


Russia and Rubber 
| 2 is no longer a diplomatic secret that 


within the past few weeks the Soviet 
government attempted to buy 10,000 
tons of crude rubber in the United 
States. The attempt was foiled by the 
intervention of the Federal Govern- 
ment on the ground that rubber is one 
of the commodities essential for defense 
as well as ordinary life. Since it is 
not produced in the United States, 
stocks of it must be conserved. 

The Soviet attempt seems to have 
been the occasion for the warning given 
by President Roosevelt to American 
business that the sale of supplies of this 
sort might lead to penalties upon the 
sellers. It has been assumed upon more 
or less convincing circumstances that 
the proposed purchases by Russia were 
for the benefit of Germany, but even 
upon this assumption there is consider- 
able mystery back of the Soviet action. 


Export Financing 


To the Editor: 

Although the Neutrality Act permits 
the use of credit to finance ordinary com- 
mercial exports to nationals in belligerent 
countries, the requirement that title to 
the goods be transferred before they are 
placed on board ship rules out export 
financing under the old methods. Accord- 
ingly, the New York City banks which 
handle large amounts of foreign trade are 
devising a new technique and new credit 
instruments. 

The old export bill was based upon pos- 
session by the bank of documents giving 
title to the goods. Such documents of title 
under the law must be surrendered to the 
foreign buyer before the goods are shipped. 

As a substitute for the possession of 
documents, the banks will require that 
shippers deliver to them guaranties by 
foreign banks that their bills will be paid 
at maturity. Since there has been no ex- 
perience to speak of thus far of how the 
Act works, it is not yet certain whether 
exporters will be able at all times to deliver 
such guaranties. Indications are that they 
will be. 

At present, the shipper simply draws on 
his foreign customer’s bank. Acceptance 
by the foreign bank comes later. The 
domestic bank is willing to buy the bill 
because of its reliance upon the docu- 
ments—aside from the recourse to the 
shipper himself. 

Two methods are being worked out 
under the new plan. Under the first, ship- 
pers will require, under terms of sale, that 
their customers send them guaranties of 
payment by their own banks. Forms are 
now being drafted. 

Under the second, foreign banks will 
communicate with the banks here, in- 
structing them to make payments under 
given conditions to specified shippers. If 
the latter method prevails, an open mar- 
ket in export bills will become possible. 

JEROME SHOENFELD 
Journal of Commerce 
New York City 


On the face of things there appears to 
be no reason why the Soviets should not 
purchase the desired stock of rubber 
direct from East Indian shippers. 
Moreover, the recent trade agreement 
between Great Britain and Russia pro- 
vided for an exchange of timber from 
the latter for rubber, tin and similar 
products from British interests, just as 
American cotton has been exchanged for 
rubber and tin in a similar Anglo- 
American agreement. Considering the 
relations between Russia and Germany 
now disclosed, it appears possible that 
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This booklet explains the 
system. May we send it 
to you? 


ELMKE 


CHECK PRINTERS /WC., 


Lithographers and Printers 


PLANTS AT 
KANSAS CITY 


CHICAGO 
NEW YORK 
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DE LUXE CHECK PRINTERS, INC. 
900 No. Franklin St., Chicago, Ill. 


Please send “Safety Numbering for the 
Accurate Control of Checks.” 


Signed 


an 


Great Britain is supplying Germany 
with rubber indirectly through Russia 


|—a fact which gives food for consider- 


able thought. On the other hand, why 
should American rubber stocks be 
sought? That is what is puzzling Federal 


authorities. 


Restrictions 


EACTION to the restrictions on 
American shipping imposed by the 
cash and carry provisions of the new 
neutrality law indicates how difficult it 
is going to be to maintain the new 
system in the face of growing opposi- 
tion from the shipping and commercial 
interests directly concerned. Chairman 
Bland of the House Committee on 
Merchant Marine points out that losses 
entailed by the restrictions will have a 
direct cost of around $60,000,000 be- 
sides the abandonment of eight foreign 
trade routes in which the Government 
has invested nearly $200,000,000, the 
loss of around $30,000,000 in direct 
income, unemployment for around 6,000 
seamen, and loss of about $2,500,000 
in annual amortization and interest 
charges on vessels withdrawn from 
service, of which nearly $2,000,000 rep- 
resents payments to the Government 
itself. It is much too early, however, to 
assess such damages, which in fact may 
be much larger in the indirect effects 
upon the commerce of the country in 
general and, on the other hand, may be 
greatly modified by other develop- 
ments. 
It must be realized that the con- 


‘tinued destruction of belligerent and 


other neutral shipping in the normal 
course of war is gradually but surely 
decreasing available tonnage to a point 
where all belligerent and most non- 
American neutral shipping will be re- 
quired for service in carrying war sup- 
plies from the United States and for 
service in the war zone generally. Natu- 


rally, American shipping will be offered 
| opportunities in other parts of the world 


which it has not enjoyed heretofore. 


|War Credit 


A HEALTHY crop of litigation is 
developing over questions as to the 


|exact meaning and effect of certain 


provisions of the Neutrality Act, espe- 
cially with respect to credits. While the 
new law provides that it shall be un- 
lawful for any person in the United 
States to “‘make any loan or extend any 
credit other than necessary credits ac- 
cruing in connection with the trans- 


_mission of telegraph, cable, wireless and 
telephone services to any such govern- 
|ment, political division, or person”, 


many bankers, exporters and others 
concerned have expressed the opinion 
in round table discussions that export- 
ers who have been selling ordinary com- 
mercial customers goods on ordinary 
commercial terms can continue to do so, 
excepting, of course, munitions of war. 
However, inasmuch as Congress indi- 
cated its opposition to the proposal to 
allow 90-day commercial credits under 
the cash and carry system, the opinion 
mentioned above is somewhat ques- 
tionable. 

Provisions with respect to the affi- 
davits of shippers in regard to the trans- 
fer of the title to goods shipped into the 
combat zone are so uncertain that cus- 
tom house officers in various ports have 
interpreted them differently, with re- 
sulting confusion among shippers. Such 
questions are inevitable in the applica- 
tion of a new system of such far-reach- 
ing scope as the Neutrality Act. C’est la 
guerre. 


Belligerent Finance 


— S can have no direct part 
in financing the war, but war fi- 
nancing, for all that, directly affects 
the United States. 

It is still uncertain how much money 
the British Government will borrow 
during the rest of its current fiscal year, 
that is, until next April, but a new loan 
authorization and an unused portion of 
former authorizations covers issues up 
to £355,000,000 or around a billion and 
a quarter dollars. This amount is some- 
what below previous estimates for the 
year’s requirements. Inasmuch as the 
amount to be raised exceeds estimates 
of British savings during the period, the 
money must be raised from other 
sources. Among the latter is the sale of 
British-owned American securities, and 
here is the influence of British war 
financing on the American situation. 

The German Government has raised 
500,000,000 marks by a loan on its rail- 
ways, which was promptly subscribed, 
but since the government has already 
been authorized to borrow up to 15,- 
000,000,000 marks it is evident that the 
railway loan is merely one step in a long 
process. Much of German war outlays 
are financed by the issue of various sorts 
of supplementary currency which at 
last accounts were believed to total 
something like 5,000,000,000 marks. Up 
to last accounts special war financing in 
France has taken the form of a 25,000,- 
000,000 franc credit at the Bank of 
France. Ultimate French financing as 
yet has not been decided upon, though 
a large long term issue is in the offing. 

GEORGE E. ANDERSON 
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“Unforeseen events... need not change and shape the course of man’s affairs” 


BURGLARY BREWIN’ 


This sly young fellow is sizing up his chances for a suc- 
cessful raid on somebody's camp larder. Just as even now a 
thief may be eyeing your top coat, your wife’s furs, the 
Christmas gifts in your locked car or the wallet in your 
pocket. 

The ordinary residence burglary policy protects you 
against loss only when valuables are stolen from your 
home. But, if your burglary insurance is written to include 
the new Maryland extended protection against theft “off 


the premises,” you need not worry. With this provision in 


your policy, you are assured greater peace of mind and are 
covered against many additional loss hazards. 
“ “ 

Born thieves seldom reform . . . it is sound judgment to 
be prepared for them. If your insurance does not protect 
you against burglary, theft and hold-up both at home and 
away from home, ask the Maryland agent about this added 
coverage. He will gladly explain, too, the protection avail- 
able to you in policies covering your store, factory or office. 


Maryland Casualty Company, Baltimore. 


THE MARYLAND 


The Maryland writes more than 60 forms of Casualty Insurance and Surety Bonds. Over 10,000 Maryland agents are equipped 


to help you obtain protection against unforeseen events in business, industry and the home. 
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WHY EVERY MAN SHOULD HAVE 
THREE KINDS OF MONEY 


were OR LATER, a man comes to realize 


that instead of just one kind of money, 
he needs three. 


For illness or other emergencies, he needs 
the kind of money 


he can lay hands on in a hurry. He 
needs cash in a bank. 

To protect his family, he needs anot 
He needs a reservoir of dollars which 
during his lifetime, but which will spr 
aid if he should die. 


her kind of money. 
will lie untouched 
ing to his family’s 


—and which will provid 
his working days are done. 


means of protection 
powers decline. 


Investors 


Minn. 


INVESTORS 
SYNDICATE 


Living Protection 
Established 1894 


dvertisement is 
ponte in character of 
a series sponsored by 
Investors Syndicate 
and now appearing in 
national magazines. 


: 
d 
q t 
a 
need for these two types of money is well recog. 
nized. One out of every 3 families in the Country has a 
savings account. One out of every 2 has insurance. 4 
ee But more and more people are beginning to realize the Gi ‘ 
need for a third kind of money. Money which will be oe oe 
accumulated step-by. uring a man’s Productive years 4 
im with a substantial sum when ie 
ts is the kind of money on which many people have 
come to depend as an aid to financial Security in old age— i : 
against the time when earning 
eee The first and most important step toward the solution of 
ek your money problems is to find out where your money goes, 
oe Keeping a record of what you spend is essential jf you 
2 : want to make the most of your income. 
es Investors Syndicate offers, without obligation, a copy ; 
of “Living Expenses” budget book—a simple, easily 
ts kept record showing where your money goes. For your 
free copy, Writ Department B-129, 
Minneapolis, 
ae 
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JUST A MINUTE 


The Same to You! 


HIS month’s message from that ener- 
getic correspondent, Mr. Togo, Jr., 
seems to be the good gentleman’s Holi- 
day Greetings. He expresses them in his 
own quaint way which is sometimes 
difficult to decipher. However, when a 
double negative has been removed and 
a couple of crooked clauses ironed out, 
there emerges, definitely, triumphant- 
ly, appropriately, this sentiment: 
Merry Christmas to everybody! 
Thank you, sir. In passing along your 
good wishes to our readers we take the 
liberty of adding our own. 


1940 


THIS BEING THE last month of the 
old year, perhaps it’s appropriate to do 
some appetite-whetting for the new 
year. So, taking a deep breath, BANK- 
ING says that its plans for 1940 seem, 
at this distance, to be particularly at- 
tractive. For instance, there’s the series 
on bank forms, concerning which fur- 
ther information appears elsewhere in 
this issue. The real estate articles, men- 
tioned in the next paragraph, and a 
continuation of the insurance dis- 
cussions provide a couple of outstand- 
ing features. We also contemplate 


an expansion of our book reporting 
department . . . and other things too 
numerous to mention. 


About Bank Real Estate 


THE FIRST ARTICLE in BANKING’S 
new real estate series (page 21) was 
really written by several hundred 
authors, and every one an expert. In 
sending a questionnaire to 3,655 men 
who handle realty matters for their 
banks, we anticipated a fair response, 
but nothing like the return actually 
received. As this is written, it appears 
that 75 per cent of those queried have 
taken the trouble to fill in the informa- 
tion requested by the six practical 
questions. 

The data, naturally, will be passed 
along to our readers. This month’s in- 
stalment reports the experts’ opinion as 
to the trend of real estate prices and 
rentals, comment on whether they 
think the housing problem locally can be 
solved adequately and soundly by pri- 
vate capital, and other observations. 


by Censor”’ 


WHEN THE LONG, British-stamped 
envelope reached the editorial desk it 
was a reminder that a few weeks before 


AN APPLE A DAY 


Walter S. Bucklin (center), president of the National Shawmut Bank, Boston, 
opens the bank’s Apple Week display by giving the first MacIntosh (or isn’t it?) 
to a newsboy. At the right is Oscar W. Huassermann, president of the Boston 


Chamber of Commerce 
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SPECIALISTS IN 


UNITED STATES 
GOVERNMENT 
SECURITIES 


GUARANTEED ISSUES 
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TERRITORIAL AND 
MUNICIPAL BONDS 


C. J. DEVINE&CO. 


48 WALL STREET, NEW YORK 
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CHICAGO BOSTON PHILADELPHIA 
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BANKING had asked F. Bradshaw Makin 


Co, ov | for an article on wartime banking in 
Sr Even, We wrote him after hearing an ad- 

E ti, Nb ‘ cen? wee vertising agency man in New York say 
ee "S vers" that the head of his firm’s London office 


| was doing duty as a blackout patrol- 
| man. This meant walking the Chelsea 
Embankment each night, watching for 
violations of the “lights out”’ orders. 
Immediately we wondered about 
British banks and the war. What pro- 
tective measures were they taking 
| against air attacks? How were they re- 
_ placing employees now with the colors? 
_ Was the war bringing special demands 
from customers? And kindred queries. 
So Mr. Makin got a letter from us 
and, in due course, we got from Mr. 
Makin the letter mentioned above. 
The envelope, it might be added, was 
boldly marked “Opened by Censor.” 
But that gentleman hadn’t blacked- 
| out or blued-out a single comma. The 
| article is on page 49. 


Brazil Tells Bank Clerks 
To Pay Debts Promptly 


« 

UNDER THIS HEADING, the New York 
Times, in a special cable from Rio de 
Janeiro, reported: : 


| That it is unbecoming for bank em- 

ployees to fail to pay their bona fide 

debts, as it reflects morally, even though 
indirectly on the bank establishments 
employing them, was the gist of a 

decree issued today by President 
Getulio Vargas. 

The decree contains no mention of 
penalties for dilatory debtors. It merely 
states that such defaults will be re- 
garded as “grave offenses.”’ 

The measure was sponsored by the 
Bank Employees Association. 


Watch Your A’s 


Tue U. S. Orrice or Epucation, it 
seems, has been surveying the retail 
grocery business, finding, among other 
things, that thousands of failures occur 
largely because store managers aren’t 
properly trained and are consequently 


H E MANY incompetent. 


To remedy that situation the Office 
recommends what bankers have long 
- speed been calling constructive customer rela- 


tions. In Vocational Division Bulletin 
198, “Conference Topics for the Retail 


2” | Grocery Business”, it says that the 

| customer who asks for a can of “ tomah- 

” 

Just off the press...new booklet pictures and describes toes” (full accent on the ah) doesn’t 


this magnificent new typewriter. Write for free copy! | a me having the salesman aii 
2 after her “a can of tomatoes” (special 
Address: L C Smith & Corona Typewriters Inc h " h ld b 
Desk 12, 175 Almond St., Syracuse, New York. accent on t € a), since be € wou | oe ES 

ably take it as an implied correction. 
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The Neighbors By George Clerk 


NEWS SYNDICATE CO., INC. 


“That’s dandy! Now see if you can find 
ten bright and shiny nickels” 


“Problems with which stores are 
confronted in an attempt to attract 
and satisfy customers can be solved,” 
the Bulletin states, “only by trained 
personnel.” The value and importance 
of tact and courtesy in serving cus- 
tomers are emphasized. 


How’s Your Flag Etiquette? | 


SOME KEEN EYES in The Citizens 
National Bank of Park Rapids, Minne- 
sota, sent us scurrying in several direc- 
tions last month as we sought the 
answer to a sticker submitted by Teller 
Gene B. Myers of that institution. 

Mr. Myers saw on page 34 of the 
October issue a picture of the Yankee 
Clipper with an American flag painted 


on her hull—stars headed forward. | 


Then on page 36, lower left, he found 


the liner Manhattan, also with painted | 
flags, but the stars (on the hull) point 


aft. How come? 


“Please,” said Mr. Myers, “try to | 
find an explanation and settle our little | 


dispute here at the bank.” 


The point was well taken and we did | 


some telephoning and letter-writing, 
with the result that Mr. Myers got the 
following answer: 


“The publicity office of the United | 
States Lines said that the flag painted | 


on the steamship was done correctly. 
According to their information from the 
Coast Guard, the blue field should al- 
ways be to the left when a flag is 
painted on something like a ship’s hull. 
Some American ships which were 
painted abroad had their flags with the 
field to the right. 
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GEMERAL MOTORS ACCEPTANCE CORPORATION 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles: 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


M \ 


INSTALMENT 
PLAN 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
; and institutions, in 
YRS convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK ¢ BRANCHES IN PRINCIPAL CITIES 


R. F. Warner 
11 West 42nd St. 


IN WASHINGTON 


as! 


PENNSYLVANIA 
AVENUE'S 


WILLARD 


HOTEL 


nea a hundred things the visi- 


tor wants to see and where 
the businessman wants to 


mew beds, baths, cocktail 


lounge and Coffee Shop— 


N. Y. Representative 
BRyant 9-6348 


For folder, write 
“The Residence of Presidents” 


H. P. Somerville, Managing Director 


NATIONAL UNION 
FIRE INSURANCE 


COMPANY 


PITTSBURGH, PA. 


THIRTY-EIGHT YEARS 


OF 


HONORABLE DEALING 
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COMMERCIAL 
INVESTMENT 


TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $57,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C. I. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 279 depositary banks 
located in principal cities 
throughout the country. 


_ Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 


THE ACTION IN EUR 


OPE! 


THOUSANDS SEE IT 


On this window display map, supplemented by news bulletins, the Equitable 
Trust Company of Baltimore keeps the public up to date on the war news. Capitals 


of all European countries are indicated 


by electric lights — white for neutrals, 


flashing red for belligerents. 


“The Pan American Airways office 
said they had the Army’s approval for 
painting the flag with the blue field 
toward the front of the ship as if the 
flag were flying from a staff. 

“Now one final piece of information 
which seems to complicate matters 
somewhat is a report to us, through the 
Maritime Commission. This is to the 
effect that the flag painted on the side 
of a ship should always appear to fly 
with the wind. This would mean that 
on the starboard side the blue field 
would be on the right. On the port side 
the blue field would be on the left.” 


Wyoming Advertises 
WYOMING’S SCENIC, recreational, in- 
dustrial and other resources are being 
set forth pictorially—and therefore 
effectively—on a new state warrant. 
The pantagraph background in light 


| blue depicts scenes of Wyoming indus- 


tries and attractions as a vacation land. 
In the central panel there are three 
views of Yellowstone Park, while around 
the border of the warrant is the legend: 
“Commerce and Industry, Reclama- 
tion, Live Stock and Agriculture, Dude 


| Ranching, Big Game Hunting.” 


State Auditor William (“Scotty”) 


| Jack, in a note to BANKING from Chey- 
| enne, says: 


“Tt will interest you to know that the 


| new warrant is the consummation of an 


idea which was suggested by Mr. Don 


Wageman, former Executive Council 
member from Wyoming of the Ameri- 
can Bankers Association. Mr. Wageman 
is a vice-president of the American 
National Bank here.” 

The state is preparing for the celebra- 
tion next year of the 50th anniversary 
of its statehood, and the new warrant 
fits neatly into the publicity plans for 
this jubilee. 


From the Editor’s Desk 


Miscellaneous items, facts and opin- 
ions that have come to our attention in 
recent weeks: 


Miss Beatrice Barrett of Book Digest 
liked so much our “very interesting” 
article “A Lobby Library” in the 
October issue that she asked permission 
to reprint it. 


* * * 


The Florida National Bank and Trust 
Company at Miami opened its new 
banking quarters in the Alfred I. du 
Pont Building with appropriate cere- 
monies—music, speeches and a public 
reception. Thousands of persons in- 
spected the bank’s spacious premises 
the first day. 


* * * 
Henry Coolidge Adams wrote from 


Bermuda to correct what he thought 
might be a “widespread misconcep- 
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tion” in the United States regarding 
conditions in the islands. There is, he 
said, little evidence of military activity 
there; during daily trips about the 
islands he had not seen “‘a single trench 
or a strand of barbed wire.”’ Nor had he 
“been plagued by motor cars, which 
certain papers insinuate are racing along 
Bermuda’s roads.” There isn’t a food 
shortage and “visitors are just as wel- 
come as ever.” 


* * 


The magazine Oral Hygiene asked 
permission to reprint the Pay-Your- 
Doctor-Week article by Rod Maclean 
in the November BANKING. Mr. Mac- 
lean described the plan sponsored a 
year ago by California Bank of Los 
Angeles, of which he is advertising 
manager. 

* * 


Members of the Palm Beach Clearing 
House Association are now opening at 
10 o’clock instead of 9, except Saturdays 
when the old 9 to 12 schedule still is 
effective. 

* * * 


The Peoples Savings Bank of Stark- 
ville, Mississippi, celebrated Birthday 
No. 50 on November 20. 


CAN YOU USE $5? 

That’s the amount BANKING will pay 
each month for the best question on 
management submitted to the “Ask 
BANKING” department (see page 76 in 
this issue). Besides that, $2 will be paid 
for each additional question that is pub- 
lished and answered in the “ Ask BANK- 
ING” department, which is conducted by 
E.S. WooLLey, bank operation authority. 
Other questions will be answered by letter. 


REMINDER 


This view of the Skyline Drive in Vir- 

ginia is a reminder that Virginia’s 

capital city is the scene of a regional 
banking conference, Dec. 7 and 8 


ya" 
VIRGINIA CONSERVATION COMMISSION 
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Do YOU have a problem in 
connection with your transit 
items? 


Do your customers give you 
documentary drafts that you 
find it difficult to collect? 


Is your present method of han- 
dling out-of-town items such 
as to cause you work, time, 
and expense that you would 
like to avoid? 


These are questions to which 
we think our continuously 


operating transit and collec- 
tion department has found the 
answer. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$41,000,000 


Member of Federal Deposit Insurance Corporation 
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I paid two dollars 
for this Legal Handbook 


HE sale of ‘‘laymen’s guides”’ to the intricacies 

of the law indicates that a great many people 
have never heard that the man who is his own law- 
yer has a fool for a client. And what the Army calls 
‘‘Guardhouse Lawyers’’ make much business for the 
legal profession. Every practical business man turns 
to his lawyer for legal advice based not only on 
knowledge, but on the special experience and view- 
point which come from long practice in the law 
actually applied to business problems. Legal aid 
societies exist for the poor. 


When the attorney advises his clients as to Fidelity 
or Surety Bonds or needed insurance protection, he 
does not just suggest, “$50 worth of insurance.’’ He 
takes advantage of the knowledge and full services 
of an expert purchasing agent in the complex insur- 
ance field, like himself a specialist. No worries 
about uncovered risks or vital service details. 


* * * 


Like the attorney, the insurance agent or broker is 
a middleman, rendering indispensable service in his 


own special field. And because we believe in the 
middleman's function and services, we refuse to ac- 
cept business direct because it is not in the interests 
of the company or the assured to do so. When you 
buy National Surety Fidelity Bonds, Surety Bonds, 
Burglary or Forgery Insurance through your local 
insurance agent or broker, you deal with a customer 
and friend who is a fellow member and supporter of 
the American Business System. 


@ This is a reprint of an advertisement of a stock 
insurance company directed to attorneys in 
your city. 


The commercial bank, like the attorney, renders 
an indispensable service. Its customers and its 
directors are chiefly independent business men— 


representative of the American Business System. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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NEW BOOKS 


Those Lobby Libraries 


Seven Candidates 


HERE are the seven books used in the 
lobby library experiment conducted by 
BANKING with the cooperation of three 
banks: 

The Revolution of Nihilism. By Her- 
mann Rauschning. (Alliance Book 
Corp.) 

Can America Stay Neutral? By Allen 
W. Dulles and Hamilton Fish Arm- 
strong. (Harper.) 

Inside Europe. By John Gunther. 
(Harper.) 

Financial Organization and the Eco- 
nomic System. By Harold G. Moulton. 
(McGraw-Hill Book Company.) 

Americas to the South. By John T. 
Whitaker. (Macmillan.) 

Democracy Today and Tomorrow. By 
Eduard Bene’. (Macmillan.) 

The Way Forward. By Francis Bowes 
Sayre. (Macmillan.) 


[i its October issue BANKING offered, 


for what it might be worth, the 

lobby library idea. It was simply 
that banks, as a public relations-public 
education-good will gesture, lend books 
to their customers without charge. A 
bank would buy the books (timely non- 
fiction), display them in its lobby, and 
let the customer borrow the titles of his 
choice, the only restriction being that 
he return them within a specified time. 

For about a month three banks have 
been experimenting with the idea. 
Using seven books supplied by Banx- 
ING, these institutions’ lobby libraries 
were liberally patronized by bank cus- 
tomers, many of whom spoke enthusi- 
astically about the new, free service. 

The banks that graciously permitted 
us to use them as laboratories were The 
First National Bank and Trust Com- 
pany of Northport, New York; the 
Fleetwood Bank, Mount Vernon, New 
York; and the Closter National Bank 
and Trust Company of Closter, New 
Jersey. All serve communities in the 
New York City commuting zone. 

In one bank the books had been in 
place (we provided a simple rack for 
displaying them) five minutes when the 
first literary loan was made. In another 
the seven books disappeared so fast 
that the chairman of the board sent us a 
hurry call for eight more title sugges- 
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A BANK LENDS BOOKS 
This is the Lobby Library in the Closter National Bank and Trust Company, 
Closter, New Jersey, one of three institutions to try the plan experimentally. 
Displayed rather prominently, the books attracted attention, favorable comment 
and borrowers 


tions. In the third bank, four books 
were borrowed during the first two 
hours the display was in place. Subse- 
quent interest wascorrespondingly lively. 

So it seems reasonably certain that 
the lobby library has the customers’ 
endorsement. And the bankers in these 
three institutions say they like it, too. 

Having started the ball, BANKING 
wants to give it a shove. So— 


If you’re interested in the library idea 
and would like to try it, we shall be 
glad to tell you how to set up a library 
and to suggest titles of books in addition 
to any you may have in mind. 

Also, from time to time we shall 
recommend current books that look like 
candidates for the lobby library. 

And we shall be glad to procure them, 
or others, for you. 


New Books 


Personal Loans 


Persons interested in consumer credit 
will find two good titles in this month’s 
grist of book news. The author of one is 
a banker; a college professor wrote the 
other. 

Here is a banking activity about 
which an extensive experience record is 
being compiled, and contributions to its 
growing literature are welcome, par- 
ticularly when they throw light—as do 
these two books—on some of the prac- 
tical problems encountered by lender 
and borrower. 

The banker-author is Walter B. 
French, vice-president, The Trust Com- 
pany of New Jersey, Jersey City, whose 
Small Loans: An Investment for Banks 


(Bankers Publishing Company, Cam- 
bridge, Mass., $1.50) offers useable in- 
formation to banks having small loan 
departments and to banks that are con- 
sidering them. The department in a 
commercial bank, Mr. French says, de- 
pends for success on volume and good 
judgment. Going into the experience of 
banks with these loans (so far, that is, as 
available data can take him), he ex- 
plains the various steps in making the 
several types of small loans: personal, 
automobile, modernization, and equip- 
ment. One chapter on developing the 
business makes many helpful sugges- 
tions. 

The banker advocates, among other 
things, legislation permitting banks to 
charge a higher rate than 6 per cent for 
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loans under $100. He also stresses the 
need for adequate, accurate statistics, 
about the business; the Government, 
preferably, should compile and main- 
tain them. Demand for consumer 
credit, he says, far outstrips the present 
supply, and growth of the business is 
inevitable. 


A PRIZE BOOK 


THE other book The Consumer in 
Commercial Banking (Consumer Credit 
Institute of America, Inc., New York, 
$2) is by Henrietta Cooper Jennings, 
Professor of Economics and Sociology 
in Wheaton College. The manuscript 
received first prize in a contest spon- 
sored by the Institute a couple of years 
ago. 

Professor Jennings describes the con- 
ditions leading banks to install personal 
loan departments, their present legal 
and practical limitations, their business 
practices, and operating costs. It is gen- 
erally agreed, she reports, that a 
$100,000 volume of these loans is the 
minimum for profitable operation in a 
bank. The author particularly stresses 
the importance of a bank’s charging a 
rate that gives a profit; the communi- 
ty’s interests will not be best served if a 
bank offers this valuable lending service 
as a “loss leader.” Banks, she observes, 
are, by virtue of the low cost of their 
available funds, “in a position to make 
personal loans at a lower rate and on 
better terms than are most other agen- 
cies of consumer credit.” 

Professor Jennings, like Mr. French, 
comments on the paucity of data con- 
cerning personal loans. This informa- 
tion, it would seem, will have to come in 
time, especially if, as now seems prob- 
able, this lending service proves to be 
something more than a hospitable haven 
for temporarily idle funds. 

In postscript, there’s the pamphlet 
Selling Credit to Consumers, published 
by the American Association of Per- 
sonal Finance Companies. It is a reprint 
of seven articles that first appeared in 
Consumer’s Guide, an AAA publication. 


**Telephone” 


American Tel & Tel By Horace 
Coon. (Longmans, Green & Company, 
New York, $3.) Mr. Coon’s “story of a 
great monopoly” is the critical biog- 
raphy of a business that has “created an 
artificial resource.” More than that, it 
is a commentary on the national prob- 
lem of monopolies, offering an approach 
to that problem by a close, readable and 
not unfriendly study of the Bell System 
which, the author finds, is “in many 
ways, the finest example of capitalism 
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at its best”, notwithstanding points he 
raises in criticism. 

The book sketches the beginnings and 
growth of the telephone business, the 
structure of the System, its manage- 
ment policies. Government ownership, 
the rate basis, regulation, and Tele- 
phone’s research activities are also 
looked at. So is the FCC Investigation. 
To the question “Are telephone rates 
too high?” Mr. Coon makes an affirma- 
tive answer; they can be reduced either 
voluntarily or by FCC action. Greater 
governmental control of monopolies— 
which at the same time should be en- 
couraged, says Mr. Coon, particularly 
if they are “naturals”—is desirable, 
but the method is regulation rather 
than trust-busting. The latter, says the 
author, is “futile, stupid and down- 
right dangerous.” 


Private Enterprise and 
Government 


Government and Economic Life. By 
Leverett S. Lyon, Myron W. Watkins, 
Victor Abramson. (The Brookings In- 
stitution, Washington, D. C., $3.) This 
book, Volume 1 of a more extended 
study, analyzes government’s relation- 
ship to industry in this country. Its 
three major topics, developed in detail, 
are: Government and private enterprise 
generally; government and special treat- 
ment of private enterprise; and govern- 
mentally organized production. 

The present book, however, deals 
only with the first subject. Specific ap- 
plications include: bankruptcy and re- 
organization procedures, patent rights, 
the monetary system, labor dispute 
adjustment machinery, matters pertain- 
ing to the regulation of business, com- 
petition, labor relations, wages and 
employment. The study comprises an 
exhaustive exploration of one of our 
most prominent present-day questions. 


Various Subjects 


Financial Questions in United States 
Foreign Policy. By James W. Ganten- 
bein. (Columbia University Press, New 
York, $3.25.) The questions discussed 
are foreign exchange instability, ex- 
change control, the intergovernmental 
debts, foreign dollar bond defaults, in- 
ternational double taxation, and gov- 
ernmental financing of foreign trade. 
The author, who has been in the foreign 
service of the United States for 10 years, 
summarizes each problem as it existed 
up to a short time before the present 
upset in Europe. 

The Bank of Canada. Milton L. 
Stokes. (Macmillan Company of Can- 


ada, Toronto, $4.) Mr. Stokes, Professor 
of Economics at Lebanon Valley Col- 
lege, presents the story of the last cen- 
tral bank in the chain of similar insti: u- 
tions that exist in the components of 
the British Empire. He traces in detail 
the demand for and the establishment 
of the bank, describes its structure and 
operations, and discusses its role in 
Canada’s economic system. 

The Business and Financial Record of 
World War Years. (Henry D. Seibert & 
Company, New York, $6.) This man- 
ual, consisting of reproductions of text 
and tables from the Commercial and 
Financial Chronicle, provides a handy 
reference for the business man who 
wants to refresh his memory on what 
happened 25 years ago. 


TURNING POINTS 
IN BUSINESS CYCLES 


by LEONARD P. AYRES 


A new combination of historical 
and statistical analysis, and of 
economic reasoning, is utilized 
here by Mr. Ayres to show how 
and why business activity turns 
downward from prosperity to 
depression and then upward. 
He traces the course of American 
business through 109 years from 
1830. probably $2.50 


TIDES IN THE 
AFFAIRS OF MEN 


An Approach to the 
Appraisal of Economic Change 


by EDGAR LAWRENCE SMITH 


This book examines the tidal ebb 
and flow of mass psychology as 


recorded in the major swings of 
stock price movements, and 
brings to light certain natural 
phenomena apparently associ- 
ated with these changes. $2.00 


all bookstores, or from 


THRE MACMILLAN COMPANY 
60 Fifth Avenue, New York 


CREDIT COMPANY, Bettimore 


Capital & Surplus Over $64,000,000 


FOUNDED in 1912, with $300,000 
capital, Commercial Credit Company 
is today one of the largest institutions 
of its kind. It operates through more than 
4,000 in 

more than 200 offices 

in the United States | Sort Term Notes 
and Canada, and is | Limited amounts 
owned by more than | upon request — 
20,000 stockholders. | @t current dis- 
count rates. 
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WE'RE GLAD WE BOUGHT NATIONALS” 


says Mr. W. M. Dient, Assistant Cashier of The First 
Huntington National Bank, Huntington, West Virginia 


Purchaser's credit department—retail loans 
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“Our first experience with National equipment was in 1936,” 
writes Mr. Diehl, “when we installed a machine to post our 
liability and personal loan records. 

“We were so well pleased with the performance of this 
machine that we replaced our general ledger machine with 
a National, and added three of your commercial posters in 
our Bookkeeping Department. 

“In addition, we have your window-plan posting machines 
in our Purchaser’s Credit Department on retail and whole- 
sale loan accounts, and your central proof machines in our 
Distribution Department for deposit distribution and recap 
purposes. 

“We are well pleased with the mechanical perfection of 
your machines and the quick, efficient service we receive when 
it is necessary. Summing it up, we can frankly say — we’re 
glad we bought Nationals.” 

Our local representative will-be glad to demonstrate to 
you National Machines for all types of banking work. 


The National Cash Register Company 
DAYTON, CHIO 
Cash Registers °* Posting Machines * Analysis Machines 


Typewriting-Bookkeeping Machines * Postage Meter Machines 
Bank-Bookkeeping Machines ° Accounting Machine Desks 


Check-Writing and Signing Machines * Correct Posture Chairs 


Liability and personal loan department 


sor | 
| 
en- | 
| 
tail | 4 
ent | 
t & a Pe 
who 
hat 
| & 
Central proof department 
| j we 4 
FA 
~ 
‘pie 
Purchaser's credit department—wholesale loans 
Commercial bookkeeping department General ledger department 
A 
ING 17 


PROTECTING INVISIBLE VALUES —NO. 


> — 
| 


FLOODS FACTORY 


Money to Meet Debts 
Must Mend Damage 


aid 


FIGURE 


ABouT 
$5600 
DAMAGE J” 


There was no fire ! Nobody but Jack Frost funds to pay debts, bills and bank loans. 
rang in the false alarm that stirred this sprinkler It is clear from this that premises equipped 


system to action. It was then that apparatus to with automatic sprinkler systems often risk loss 
retard hazard turned hazard itself. The flood that as great as fire, if the apparatus works right at the 
flowed from it did considerable damage to wrong time. Sprinkler Leakage Insurance is the 
machinery and tools and soaked and spoiled only protection against loss from this hazard. 
consignments of goods. Banks having an interest in plants and build- 

Temperature changes are often to blame when ings equipped with sprinkler leakage systems 
water teeming with pressure accidentally bursts should consult the local HOME agent about suit- 
through soldered sprinklers to quench, not fire, able coverage. He will be glad to point out the 
but output, sales, profits. Stilled by this drench- various forms written by THE HOME to safeguard 
ing tide are the wheels and works that create invisible values. 


THE HOME company 
NEW YORK 
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It’s Time To Be Thrifty 


By ALBERT W. ATWOOD 


Mr. Atrwoop is widely known as a writer on and student of 
national affairs. He was the author of ‘Why Is Money Idle?” 
in September BANKING. 


R several reasons this is a propitious moment to raise 
the broad question of the outlook for savings. If the war 
in Europe should continue for any length of time there 

will be a terrific destruction of capital equipment, and it is 
well that the opposite process should proceed apace in at 
least one country. To talk about over-saving and to extol the 
virtues of spending has a pretty hollow sound just now. 

Besides, our own financial needs are very great, not so 
much for “experiments” at the moment, but for the realities 
of national defense. If we are to avoid the primrose path of 
inflation, if we are going to remain sane and sound in a world 
which seems to have gone haywire, we must do as much of 
our financing as possible through the prudent, trustworthy 
method of enlisting the people’s savings; it is a hard way, 
but it is also a safe way. 

This country cannot remain secure, it cannot protect 
itself, without a thrifty, self-reliant citizenry. Calvin Cool- 
idge once said that he favored economy not so much to save 
money as to save men. The practice of thrift is a symbol and 
instrument of a man’s moral as well as financial independ- 
ence; itis one of the best disciplines which a people can possess. 

In the next place it should be noted that under the original 
Social Security Act there was to have been an increase from 
1 per cent to 1% per cent in the payroll taxes for old age 
benefits, beginning January 1, 1940. The last regular session 
of Congress, however, postponed any increase to January 1, 
1943. At the present time there are more than 45 million 
employee accounts, so that the tax to be deducted from the 
wages of more than 45 million persons will be % per cent less 
for the year 1940 than the law had originally contemplated. 
This huge army of men and women do not have to increase 
their payments to the Government. 


SOME HIGHLY IMPORTANT QUESTIONS 


DOES this present an opportunity to the savings and thrift 
institutions of the country? Will any appreciable number of 
the 45 millions save any more voluntarily because they will 
pay % per cent less to the Government than they had ex- 
pected to pay? The answer probably is No. The overwhelm- 
ing proportion of the 45 million will not be conscious that 
anything has happened, and their habits, thrift or otherwise, 
will not be changed. 
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But it is fair to say that these payroll tax changes do sug- 
gest a number of highly important questions concerning the 
whole present status of thrift and savings. And the first of 
these questions concerns the handicaps under which savings 
institutions have suffered in recent years, handicaps which 
have affected the individual saver as well. 

The most obvious of these has been the inability of savings 
institutions to obtain loans and investments which afford an 
adequate return. In New York state alone the income of 
mutual savings bank depositors is now about $200,000,000 
a year less than it was in 1931. It has been estimated that the 
policyholders in some 20 large life insurance companies are 
losing more than $120,000,000 a year in dividends below 
what they would get if interest rates were more normal. 


HANDICAPPING SAVERS 


WRITING last June in regard to a prospective slash to as 
low as 1 per cent on savings bank deposits in certain states, 
Roger Babson said: “‘Savings bank depositors are about to 
get another kick in the pants.”” A New York investment 
house recently estimated that it would require the ownership 
of $558,000 in Treasury obligations of a certain type to buy 
a daily package of cigarettes with the interest coupons. It 
is quite possible that the thrift habits of the American people 
have been discouraged, to some extent at least, by the ab- 
normally low interest rate, although we have no absolute 
proof on this point. 

Another handicap which the would-be saver has suffered 
from in recent years has been the increase in taxation. In 
1929 the effective tax on net incomes of from $5,000 to 
$10,000 was 0.21 per cent; in 1936 it had become 2.67 per 
cent. If we go up to brackets $10,000-$25,000, the increase 
was from 1.49 per cent to 6.68 per cent. Of course there are 
no Federal income taxes on the very low brackets, but the 
enormous interest in excise and consumption taxes, Federal, 
state and local, in the past ten years, has reduced greatly the 
amount available for savings in the lower brackets. 

In the next place the whole general atmosphere has been 
largely unfavorable to thrift. It was bad enough to have the 
great stock market bubble and subsequent collapse of 1929, 
the crash in real estate values and mounting foreclosures, 
the failures of banks and building and loan associations, and 
finally the long period of unemployment, reduced wages and 
shrinking profits. It has only made matters worse to over- 
emphasize poverty, as has been done so often in so many 
high governmental quarters. 
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I do not mean that the country should refuse at any time 
to face unpleasant facts. Beyond doubt a considerable por- 
tion of the wage earning and even of the farming groups 
cannot earn enough to save anything. But the old idea, over- 
optimistic perhaps, that everyone could lay aside a com- 
petence through his own efforts, served a useful purpose in 
that it encouraged thrift, self-reliance, and independence. 

In recent years the main emphasis has been in the other 
direction. We have been told again and again by those in the 
highest positions that one-third of the nation are under- 
privileged, and that they are ill fed, ill clothed and ill housed. 
Government research studies purporting to show what small 
incomes most of the people have, literally pour from the 
presses. 

A high official of the Government actually went before a 
committee of Congress a few years ago with a carefully pre- 
pared statement designed to discredit the well known figures 
which show widespread ownership of bank deposits, life in- 
surance policies and securities. 

In consequence the emphasis has shifted from the thrifty 
individual and the virtues of thrift, or from what the indi- 
vidual can do for himself by saving, to what the Government 
can and should do for him. Or, as Secretary Wallace has said, 
this is “the day of mass welfare.” More and more the atti- 
tude has been changing from self-reliance to reliance upon 
the state, and this change has stimulated all manner of 
preposterous so-called pension schemes, which if put into 
effect might actually ruin our civilization. 

But we must not take all these tendencies too seriously. Think- 
ing swings from one extreme to the other; in the early days of 
1929 the idea of individual economic opportunity was carried 
to an insane degree; today the pendulum has swung to the other 
extreme, but it may not stay there. To generalize about the 
ability of people to save is foolish; many can and do, many can’t 
and don’t. In the same way sweeping generalizations concerning 
the distribution of wealth and income, either optimistic or 
pessimistic, are always to be viewed with suspicion; the situation 
is neither as good nor as bad as many people suppose. 

Coming back directly to the question of individual savings, 
there is a striking inconsistency in the Government’s attitude 
towards it. On the one hand we are told again and again that 
the masses cannot save; on the other hand the Government 
sets up savings facilities of its own, in competition with the 
banks, to get at these very same savings. 

We must take with a grain of salt, and recognize the politi- 
cal purpose involved, of tirades from high officials on the 


Tae banker’s inability, real or supposed, to get profita- 
ble loans and investments has led him, speaking gener- 
ally, to campaign less vigorously than he might have 
done for new or increased savings accounts. Yet the 
most striking fact which can possibly be adduced from 
this whole savings situation is that no one gets the 
savings business nowadays unless he goes after it. This 
is proved by two striking facts, stated here as briefly as 
possible: 


First, the life insurance companies also have had diffi- 
culty in finding loans and investments, but they have not 
slackened one bit in their campaign for new policyholders. 
Second, if you study the monthly sales of U. S. Savings 
Bonds you will find that results have corresponded with 
direct mail solicitation and with advertising. Even the 
United States Treasury does not get savings business unless 
it takes off its coat and puts up a fight. The moral is obvious. 


poverty of the plain people, while at the same time the 
Treasury is able in a four-year period, to sell, largely to these 
same skilled workers, clerks, teachers, professional men, 
farmers, students and housewives, 214 billions of baby bonds. 

Then there is the old question of the competition of Postal 
Savings. At the present time, however, this is of minor im- 
portance, for deposits have remained practically stationary 
since 1935; the big jump was in the years 1930-1933, during 
the banking crisis. 

Probably the most direct competition which banks now 
have for actual thrift money is with the Savings Bonds. 


SOCIAL SECURITY AND SAVINGS 


FINALLY, we have to consider the place and effect of Social 
Security in the savings situation. Even though more than 45 
million old age accounts are recorded in Baltimore, we know 
very little as yet regarding the effect of the payroll taxes 
upon the propensity to save. In the main, people’s habits 
have been changed very little by this law. 

There are many things which a bank account or a life in- 
surance policy can do which Social Security can never hope to 
accomplish. To be specific, it provides very little protection 
unless one works for many years; it cannot be used to save for 
illness early in life, or for an automobile, a house, early mar- 
riage, a vacation, the birth of a child or a child’s education. 

It cannot be said that Social Security is in direct competi- 
tion with the savings bank deposit. On the other hand the 
most significant fact in the whole savings outlook is sug- 
gested by Social Security. Except for the spurt in Postal 
Savings in 1930-1933 and the remarkable sale of U. S. 
Savings bonds since 1935 the chief increase in savings from 
1929 through 1938 has been in life insurance assets and in 
governmental and trust funds. Let us look at this closely. 

Commercial bank time deposits were much less in 1938 
than in 1929, mutual savings bank assets only moderately 
higher and building and loan assets less.* But life insurance 
assets increased from 18.3 billions to 28.7 billions. Govern- 
mental pension and trust funds increased from 1.675 billions 
to 6.169 billions. Of this latter sum only a relatively moder- 
ate proportion represents Social Security funds, because 
these did not begin to accumulate until 1937. 

The larger part, it is significant to note, represents the 
accumulation of pension funds for government employees, 
Federal, state and local. 

Individual monetary savings in banks have remained 
practically stationary, whereas savings for old age retire- 
ment, through the medium of life insurance companies and 
governmental pension funds, have increased enormously. 
These latter methods of savings are automatic, cumulative 
and to a large extent compulsory. 

Of necessity the bank lacks the force of compulsory 
savings, and whether it can compete on the same basis with 
the insurance company or the governmental pension plan for 
long range, cumulative and automatic savings, is a question. 
Moreover, the constant increase in the average age of the 
population makes it seem likely that various kinds of annuity 
plans will grow increasingly popular. 

This, in brief, is the savings picture, drawn as fairly as I 
can make it. Where the banker fits in is more for the reader 
than for the writer to decide. It is natural, perhaps, to ask 
where new generations of savings depositors are coming from. 
One answer is that just as spending has been made increas- 
ingly easy from a physical and mental standpoint, so must 
all kinds of saving be made increasingly automatic and easy. 


* On the other hand the growth of investments in insured savings 
and loan associations has been very rapid in the past few years. 
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Six Vital Real Estate Answers 


N order to ascertain what bankers think of real estate 
conditions throughout the country and the problems 
arising therefrom, BANKING has made a survey covering 

the 48 states. The data requested in this survey comprised 
six specific questions relating to real estate problems as they 
affect the banks of the United States. This questionnaire was 
addressed to the men who handle real estate matters for their 
banks, asking them to assist this magazine in the undertak- 
ing. Up to the present the results have been exceedingly 
gratifying. Of the 3,500 questionnaires sent out, hundreds of 
replies have come in from 24 states, and each day the returns 
received forecast a final response that will average well over 
75 per cent. 
The six questions are as follows: 


1. What are the prospects regarding real estate prices and 
rentals in your area? For example, is the trend up or 
down? 

2. Do you believe that the housing problem in your area 
can be solved adequately, on a sound, profitable basis, by 
private capital? 

3. Is air-conditioning a factor of growing importance in 
home-building activity and the real estate market generally? 
4. What is your opinion regarding the possibility of an 
increase in costs of building materials? 

5. Are banks in your community taking any direct active 
part in maintaining the standards of building materials 
and workmanship? 

6. What would you estimate your bank will spend in 1940 
on improving bank-owned and controlled real estate? 


Of the 24 states from which 647 replies have been received, 
10 states, namely, Pennsylvania, New York, Ohio, New Jer- 
sey, Illinois, Indiana, Connecticut, Massachusetts, Vir- 
ginia, and Tennessee, have been selected as representing, 
from the standpoint of their size and the importance of 
banking services rendered, a cross-section of authoritative 
opinion regarding real estate conditions. 

Concerning Question 1, the returns indicate that the trend 
of real estate prices and rentals in all of these states is defi- 
nitely upward. Of 136 replies received from Pennsylvania, 
65, or 47 per cent, stated that prices and rentals were on the 
upgrade, 29, or 21 per cent, said that prices were stationary, 
and only 14, or 10 per cent, answered that prices had 
declined. 

In New York, of 79 replies, 36, or 45 per cent, wrote “up- 
ward,” while only 15, or 19 per cent, wrote “downward.” 
The following table shows the numerical order of the replies 
to Question 1, showing the trend in percentages. 


Replies Up 


65-47 .8% 
36-45 .6 
45-65 .2 
26-53.1 
20-55 .6 
9-25.7 
18-52.9 
17-53.1 
22-88 .0 
10-71.5 


Slightly Up 


28-20.6% 
15-19.0 
12-17.4 
5-10.2 
7-19.4 
18-51.4 
8-23.5 
4-12.5 
3-12.0 
1- 7.1 


Down 
14-10.3% 


Stationary 
29-21 .3% 
13-16.4 
9-13.0 
15-30.6 
7-19.4 
6-17.2 
6-17.7 
10-31.3 


2-14.3 


As the table reveals, all of the ten states show a pro- 
nounced rise. Virginia has had no price recession, while 
eight states, excluding Pennsylvania and New York, 
show an average downward trend of less than 3 per cent. 

Referring to the adequate solving of the housing problem 
on a sound, profitable basis by private capital the answers 
were overwhelmingly yes, ranging from 96 per cent agree- 
ment in Virginia, 88 per cent in Pennsylvania, 87 per cent 
in New Jersey, 81 per cent in New York, to slightly lower 
percentages for the other states. 

Among the numerous observations were statements about 
F.H.A. Some New York bankers claimed that F.H.A. loans 
were a detriment to sound bank loans on mortgages, while 
contributions from New Jersey and Pennsylvania stated 
that successful building campaigns were due to F.H.A. loans. 

The growing importance of air-conditioning reflected a 
considerable difference of opinion in the various states. 
In New York, out of 79 replies, 12 claimed that the system 
was adapted only to high-priced new homes and business 
buildings, while 26 answers, or 32 per cent, stated that air- 
conditioning was of growing importance. This was counter- 
acted by 34 replies, or 43 per cent, that the system had little 
or no value. Comments from New Jersey were that the units 
are inferior and poor in operation. In Pennsylvania air- 
conditioning is an advertising factor, and is practicable only 
in business buildings and better grade homes. These observa- 


tions in regard to air-conditioning apply equally to the other 
states. 


MATERIAL COSTS UP? 


REGARDING the possibility of building materials increas- 
ing in cost, all but two states, Indiana and Tennessee, re- 
plied with a majority of affirmatives. Answers from Illinois 
stated the reasons for the rise as follows: (a) policies of the 
present administration, and (b) excessive cost of labor. 
Sixty-eight per cent of the replies from Ohio went on record 
that a rise was imminent. Among the reasons given were the 
war in Europe and high labor costs. Comments from all of 
the states heard from claim that the rise will retard building 
activity. 

Answering the question, “How much will banks spend in 
1940 on improvements of their controlled real estate,” the 
amounts varied considerably, ranging from nothing up to a 
half million dollars. Taken as a whole, the questionnaires 
have disclosed that the banks throughout the country are 
going to spend millions of dollars for improvements on their 
real estate. 

Summarizing the present status of the survey, BANKING 
believes that a good deal of pertinent data has been revealed 
that should be of the utmost interest to its readers. Briefly 
stated, the trend of real estate prices and rentals is definitely 
upward. Private capital has been quite successful in solving 
the housing problem on a sound, profitable basis. Air- 
conditioning is at the present time adapted only to business 
buildings and high-priced homes. Building materials are 
increasing in cost throughout the country. Last but of tre- 
mendous importance is the fact that bankers are going to 
spend millions of dollars for improvements on bank-con- 
trolled real estate during 1940. 
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Latin-American Treasure Hunt 


Mr. BrattEerR, a Washington writer who was formerly 
with the Department of Commerce, is an authority on inter- 
national finance. (See the picture article on page 38.) 


E dominant position international affairs have re- 
gained in American thought again spotlights the subject 
of foreign trade policy. Although this country is in 

many respects now self-sufficient and exports constitute less 
than one-tenth of domestic production, exports and imports 
are in certain lines extremely important. Thus, from 30 to 50 
per cent of our production of cotton, tobacco, lubricants and 
copper is exported. And without imports many of our 
industrial products could not be made. We have only to 
think of rubber, silk, wool or tin. In other words, foreign 
trade is vital to our present way of life. 

The war in Europe, involving unpredictable changes in 
our commerce with the belligerents and neutrals, has occa- 
sioned new interest in exports and has intensified the discus- 
sion of our trade policy. “Cash and carry” and commercial 
neutrality are at this writing the main subjects of Wash- 
ington thought. The country is keenly export and import 
conscious. Bankers entertaining new inquiries for the financ- 
ing of exports or imports should be familiar with the infor- 
mational and other facilities of the Federal Government. 
A great deal of current information on exchange, banking 
and other financial conditions abroad is available free of 
charge from the Finance Division of the Commerce Depart- 
ment in Washington. The Department’s numerous district 
offices in the United States are available for personal 
consultation. 

The Export-Import Bank of Washington, capitalized at 
$46,000,000, is in a position to extend intermediate credits 
of from 6 months to a year in connection with the exporta- 
tion of agricultural products, to grant long term credits of 1 
to 5 years or longer on exports of durable goods, and to aid 
private firms hampered by foreign control of exchange. 


HOW LOANS ARE MADE 


EXPORTERS or importers may apply to the Export-Import 
Bank directly, or through a commercial bank. Where the 
latter acts as intermediary, it must be prepared to cooperate 
with the Export-Import Bank in making required investiga- 
tions and, if necessary, to undertake collections. Also it may 
participate in the loan. The Bank follows the procedure of 
appointing its customer’s own bank as its agent in particular 
transactions to advance loans, handle the discounting of 
notes, and take care of routine correspondence and shipping 
documents. When credits are granted by the Bank, the pro- 
ceeds are not placed to the borrower’s credit as in ordinary 
commercial banking. The actual transfer occurs only when 
the funds are to be utilized. As a lesser activity, the Bank has 
established lines of credit up to $10,000 for small traders, but 
in general it works with and through commercial banks. 
Development of our trade with Latin America promises 
to be headlined increasingly in the months to come, while 
foes of fascism seek ways of harnessing the United States’ 
economic and financial prowess to the cause of continental 
solidarity. As was only natural, the outbreak of war between 
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Germany and the Allies initiated a flow of new trade in- 
quiries to Washington from non-belligerent sources. Both 
exporters here and importers abroad are keenly interested in 
supplying the needs formerly filled by the countries now at 
war. 

Although the emphasis is on increased exports to the 
Southern Hemisphere, the necessity of our importing as well 
needs to be better appreciated. In certain circles this neces- 
sity has been forcibly brought to the United States’ attention 
by the conditions surrounding foreign exchange and trade 
controls in many countries abroad. Unless we are willing to 
make loans to those countries, we shall have to find some way 
to increase American purchases as well. 

Latin Americans have increasingly adopted the view that 
trade between any two countries should balance bilaterally, 
and that any country from which they buy should buy from 
them at least an equal amount. This bilateral theory is the 
very antithesis of Secretary Hull’s liberal views. But it must 
be reckoned with. 


WE CERTAINLY DON’T NEED GOLD 


THIS situation may justify an increased search for larger 
imports. But, even without an expanded export market, in- 
creased commodity imports are to be desired here. As an im- 
portant creditor nation and as the holder of three-fifths of 
the world’s gold, it is to our best interest that we buy more 
goods than we sell. Otherwise, we tend only further to denude 
the outside world of bullion which it may need, but which 
certainly we do not need and cannot use. Or else, we tend to 
build up additional uncollectible credits and investments 
abroad, and make difficult if not impossible the repayment 
of what the world owes us. The importation of more gold 
and silver is not merely unbeneficial to ourselves as holders 
of the largest stocks of bullion ever accumulated. It carries 
with it the positive threat of future inflation of our currency 
and price structure. We now hold about $17,000,000,000 of 
gold, while excess reserves of member banks of the Federal 
Reserve System now exceed $5,400,000,000. ‘‘Cash and 
carry” has only a limited appeal when there is already so 
much idle “cash” on hand. 

From the nation’s viewpoint increased merchandise ex- 
ports unaccompanied by increased commodity imports of at 
least equal value seem certain to bring us subsequent head- 
aches. The individual businessman whose draft is paid by 
his banker against documents gets out clear, and presumably 
with a profit. But if ultimate national loss may be involved, 
the trade is of questionable value. And in the end, even the 
individual businessman may suffer, as our own World War 
and post-war experience illustrated. The economic collapse 
which followed removal of the artificial props of foreign bor- 
rowing from Washington and, subsequently, from Wall 
Street will be long remembered. American bankers will not 
soon forget how, following the Armistice of 1918, foreign 
merchants from Bombay to Bolivia cancelled orders for 
American goods, even goods already on the water. 

There are rumors that the effort will again be made in the 
next session of Congress to increase the capital of the Export- 
Import Bank to $500,000,000. If Secretary Hull’s policy of 
increasing trade in both directions is sensible, concentration 


BANKING 


By HERBERT M. BRATTER 


on Government stimulation of exports is inconsistent there- 
with. This writer has carefully examined the annual reports 
of the Export-Import Bank, with the discovery that imports 
have played an almost non-existent réle in its life. The insti- 
tution would be better named the Export Bank. The writer’s 
conclusion is confirmed by a reading of Charles R. Whittle- 
sey’s able analysis of the bank’s history in The American 
Economic Review for September 1939. Professor Whittlesey 
is unimpressed with the Bank’s record. He finds that its oper- 
ations have been strongly influenced by considerations of 
foreign policy. 

Businessmen like to sell. But no one can sell all the time, 
and never buy anything. In our individual lives we readily 
appreciate this. But in our thinking as a nation we usually 
overlook it. We seek ways to sell more of our goods abroad. 


We resent competition from other foreign export nations. . 


Too often we overlook the problem of payment. If we are 
going to increase our exports of automobiles to Argentina, in 
just what form do we expect to receive payment? Argentina 
produces grain; but we do not need Argentina’s grain. Argen- 
tina could pay us in corned beef; but our Western Congress- 
men do not like the idea. If Argentina had gold and silver to 
send us in payment, our Treasury would be agreeable—for 
the law says it must buy these metals. 

Gold and silver are “‘cash” to us, and so long as we get 
cash for our exports, everyone here is satisfied. No one pauses 
to determine whether that gold and silver can be used here, 
or whether it can be sent abroad again to buy foreign goods 
when we want them. Mr. John Citizen does not seem to care 
whether, indeed, our national tariff system and trade policy 
would make possible the spending of the superfluous billions 
of bullion, even if some foreign goods were desired by Amer- 
ican consumers. But, since Argentina has not the gold and 
silver, it still faces a transfer problem in buying the goods we 
would like to sell there. 

The old mercantilists used to think of bullion as the sub- 
stance of wealth. Exports of merchandise they deemed good 
because they resulted in an inflow of bullion. And, just as 
exports of merchandise were ‘‘good”’, commodity imports 
were ‘‘bad’”’. The old mercantilists did not realize that con- 
summable goods are real wealth. 

Too many of us are still mercantilists. Too few of us mod- 
ern mercantilists realize that the cotton, the automobiles, 
the machinery and the airplanes we send abroad are real 
wealth, while the bonds or the bullion we have been getting 
in exchange are only receipts therefor. The receipts in the 
form of bullion are in a more durable form than the paper on 
which foreign bonds are printed. Yet they do not assure us 
that we can’get equivalent value in goods when we once 
decide to reconvert the bullion into merchandise or services. 
This nation with a virtual monopoly of the world’s silver 
would have an impossible task if it sought to recover its 
investment therein. 

When Congress considers such problems as cotton and 
wheat surpluses, and export subsidies to dispose of them, it 
should try to look farther ahead than just the next year or 
two. A subsidy to exports is a subsidy and a gift to foreigners. 
This involves a national loss of wealth. It may be true that 
large numbers of Americans make their living producing 
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these surpluses. But if these surpluses are chronic, we should 
devote our thought to planning new ways for those persons 
to earn their living. If surpluses are to be disposed of by sub- 
sidy, it would be better to subsidize our domestic consumers 
by giving to them the price concessions which export subsi- 
dies only give to foreigners. To keep producing surpluses for 
export is to engage in wealth sharing on an international 
scale, an altruistic but expensive procedure and one leading 
to no solution. 

We could increase our merchandise imports during peace 
time by lowering or removing our import tariffs on manufac- 
tured goods. This would make available to foreigners dollars 
with which to buy goods from us, or to pay off their past-due 
debts. The implications of such a change in national policy, 
however, are self-evident. The American standard of living 
would be drastically reduced. Since we will not countenance 
such a development, and since it is in our national interest 
not to build up merchandise exports indefinitely on a basis of 
an increased national stock of bullion or increased foreign 
loans and investments, we must examine rather skeptically 
the anticipated export boom financed by government- 
guaranteed credits. 

Nor does it seem that a non-government-financed export 
boom is in the cards, due to the war. 

The World War produced a tremendous increase in Amer- 
ican exports. Not only did the belligerents call upon us for 
supplies. Neutral nations, as in Latin America, encountered 
prosperity and were able to buy heavily of our wares. This 
war trade, plus the expansion of productive capacity which 
followed our own entry into the conflict, left us with a collap- 
sible economic structure, the dangers of which were not 
appreciated until the end of the era of reckless foreign 
lending in 1930. 


HOW MUCH OPPORTUNITY? 


THE war should give us an opportunity to increase our 
share in Latin America’s imports. Our southern neighbors 
must now come to us to get some of the goods formerly sup- 
plied by Europe. There is an opportunity for us to-expand 
our exports, particularly if we are willing to extend credits. 
The Government is seeking ways to do this. Among other 
methods, it is reported to be considering using some of our 
surplus gold in Latin America. This suggestion has a ring of 
plausibility. However, it is impossible to see how a Latin 
American country with an adverse balance of trade and 
foreign-exchange scarcity could use any of our gold without 
sending it back here to pay for purchases. There is no prac- 
tical difference between a loan of gold and a loan of dollars. 
The lending of gold may seem more palatable to the public 
here because of the large surplus gold stock we hold, yet it 
would be no less a loan. 

Latin American borrowers in 14 countries are already deep 
in default here. Additional loans to such countries would 
only add to their obligations. Even if we today decided to 
wipe the slate clean of their past debts, the lending of new 
money on a large scale would be bound to produce future 
depression defaults and future international bad feeling, just 
as have the war debts, unless the new loans were to involve 
some practical method for their liquidation. Practical meth- 
ods, in turn, are limited by the dependence of Latin Ameri- 
can raw material producers on markets outside of the 
United States. 

In other words, an increase in American exports predicated 
on large-scale lending to Latin America, whether through 
private or Government channels or a combination of both, 
would be highly inadvisable and unwise, if past experience 
has any value. 
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Sources of Bank Personnel 


By EDWARD N. HAY 


Mr. Hay, who has written a number of articles on bank per- 
sonnel problems for BANKING, is personnel officer of the Penn- 
syluania Company for Insurances on Lives and Granting 
Annuities. 


ew employees were obtained in 1938 by six large banks 

in eastern cities. The figures give the percentage from 

each source of the total number employed. The total number 

of persons represented in this table is 740, all of whom were 
employed in 1938. 


je table below shows the principal sources from which 
n 


BaNkKs IN NEw YorK BANKS IN OTHER CITIES 
of total employed in 1938) 
1 al 5 6 


(Figures are % 


Recommended by 
officers and 
employees 30 


By customers 13 
Applied on own 

initiative 10 
From agencies 46 
From schools and 

business machine 

companies 5 8 

In the table, the New York banks have been grouped on 
one side and banks in Cleveland, Philadelphia and Boston on 
the other. This arrangement brings out striking differences 
between the practice of New York banks and those in other 
cities. The principal difference is in the much larger propor- 
tion of new employees obtained by New York banks through 
employment agencies. This, it will be noted, ranges from 46 
to 60 per cent, whereas in other cities it is only from 6 to 
17 per cent. The reason for this is explained as being due to 
the much larger size of the city of New York and the corre- 
spondingly larger number of eligible employers for any one 
applicant. The stenographer seeking a job, for example, would 
have a large number of employers to call on before getting a 
proper distribution of opportunity, whereas in smaller cities 
it is entirely possible for an applicant to call on most of the 
large, principal employers. New York employers report that 
they do not get a satisfactory number of voluntary callers of 
suitable type, and as a result they are compelled to seek the 
aid of employment agencies. In other cities, on the contrary, 
there seems to be a sufficient supply of applicants of a suit- 
able quality who apply voluntarily. 

For example, the small number of new employees secured 
from agencies in cities outside of New York is offset by the 
larger number who originally applied on their own initiative. 
In New York this varies from only 10 to 18 per cent, whereas 
in the other cities it ranges from 28 to 35 per cent. 


CASUAL APPLICANTS 


BANKS which depend in any large degree on the casual 
applicant find it necessary to arrange for all of them who are 
suitable to register and fill out an application. These applica- 
tions have to be filed in such a way that people of various 
types can be found on short notice and called in. 
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It is interesting to see the large proportion of new employ- 
ees hired by banks in all cities as a result of recommenda- 
tions made by officers and employees and by customers. In 
only one of the New York banks is this a small percentage. 
The other banks employ from 30 to 56 per cent of new 
employees from these sources. 

These recommendations go no further than that, however, 
personnel managers being allowed a free hand in the actual 
hiring. In fact, all but one of the banks in the table report 
that “pull” plays a negligible part in employment. 

Most of the banks regard present employees as the 
most important single source for obtaining desirable new 
applicants. Several of these banks have rigid rules, however, 
against the employment of a person related closely to a 
present employee. 


TRAINING THEM YOUNG 


AT LEAST one bank habitually employs sons of correspond- 
ent bankers. They are taken for training purposes as well as 
with an eye to the improvement of correspondent bank 
relationships. Frequently this brings a young man of talent 
and other qualifications but occasionally it produces a bad 
situation, especially because of the undesirable effect that an 
unsatisfactory employee of this sort has on other employees 
in the bank. 

Two of the 11 banks consulted say that they cannot 
furnish these figures because they employ almost entirely 
from the high schools at the two graduation periods each 
year. Both banks maintain staffs of more than 100 “pages”’, 
both boys and girls. These pages do interior messenger work 
and in most cases are also expected to do simple clerical 
work and filing in the departments to which they are as- 
signed. In some cases they are used to sort the clearinghouse 
items in the morning and thus obtain experience which is 
valuable later on. 

With the exception of the New York banks, the experience 
of this group and of other banks points to a number of con- 
clusions regarding sources of new employees: 


1. Sources of desirable new employees are: 


. Recommendations of officers, employees and customers 
. Applicants who apply on their own initiative 

. High schools at the time of graduation 

. Agencies 

. Schools 

. Business machine companies 


. The best policy in order to obtain good applicants and also with 
a view to maintenance of good customer and public relations 
is to interview all applicants at least briefly and to keep a 
record of name, address and qualifications. 

. The employment of relatives of present officers or i aaaeuarle is 
generally considered an undesirable practice. 

. In large banks, employment managers generally are not subject to 
the demands of officers or employees of the bank as to who shall 
be employed. 

5. Nowadays most banks are employing a very much higher percent- 
age of high school boys than college boys. 


This summary of experience of the larger banks seems 
equally applicable to the smaller ones. 
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Savings Bank Life Insurance 


By EDWARD H. COLLINS 


A frequent contributor to BANKING, Mr. CoL.ins is a noted 
newspaper writer and financial authority. He is Associate 
Financial Editor of the New York Herald Tribune. 


T was just eleven months ago that New York, following 
the trail blazed by Massachusetts back in 1908, became 
the second State to set up machinery for selling insurance 

through its savings banks. The enabling legislation (known 
as the Livingston-Piper Act) was passed on April 6, 1938, 
but the law did not become operative until January first of 
this year, and it was actually January 5 when Governor 
Herbert Lehman lent a ceremonial touch to the inauguration 
of the new banking service by purchasing the first policy 
at the East New York Savings Bank in Brooklyn. 

In at least three states outside Massachusetts and New 
York legislation has been under consideration looking to the 
introduction of savings bank insurance, and the question of 
when, if ever, this type of social legislation will be adopted in 
these and other areas is likely to depend to a considerable 
extent on the results in the Empire State. For this reason, if 
for no other, it is pertinent to inquire how the second state- 
wide experiment in this field is working out. Has savings 
bank insurance been widely adopted in New York to date? 
Has it made many friends? Has it afforded reason to believe 
that it will realize the social objectives claimed for it by its 
more ardent advocates? Does experience to date suggest that, 
aside from its social desirability, if any, it represents a prac- 
tical adjunct to the savings bank business and one which 
may conceivably be beneficial to the banks? 

Obviously, the answers to such questions as these must 
be tentative and comparative, rather than definitive. But 
enough figures are available, and opinion has crystallized 
sufficiently to indicate roughly, at least, the pace at which 
the experiment is progressing and the general attitude 
toward it, both on the part of savings bankers and of the 
public. 


PRESENT STATUS IN NEW YORK 


AT the beginning of October, 13 banks had taken advan- 
tage of the provisions of the Livingston-Piper Act (which, 
like the Massachusetts law, is optional) to engage in the 
business of selling life insurance and had written policies 
in the aggregate amount of $5,836,200. Whether you regard 
this as a poor start or a good one will depend largely on 
what you take as a basis of comparison and what you may 
have felt was to have been expected. Thirteen banks is, 
for example, a very small proportion of the total number 
in the state (which stood at 134 on October 1, 1939). On the 
other hand, if the progress in New York be measured against 
that of the early days of the Massachusetts system, it ap- 
pears almost sensational. Although the Massachusetts law 
became effective in June 1907, it was not until June 1908, 
that the first insurance department was set up by the Whit- 
man Savings Bank of Whitman. It was well along in 1916— 
eight years after the beginning of the new insurance system 
—before the amount of insurance written reached the figure 
attained in New York state at the end of its first ten months. 
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And, while 13 banks seems like a small number, that total 
was not reached in Massachusetts until 1930. 

However, such arbitrary comparisons are a good deal less 
valuable than they might seem at first glance. It must be 
remembered, of course, that Massachusetts had to break the 
ground for this experiment. It had to cultivate a virgin field. 
Many persons who were by no means ill disposed toward 
the Brandeis idea, had grave doubts in 1907, and even much 
later, whether it would actually work. In consequence the 
experiment had to be carried out with extreme caution, a 
step at a time. At first, only “industrial insurance” was 
written, and this up to a maximum of but $500 per policy. 
Not until May 1909 did the Massachusetts banks enter the 
field of “ordinary life”, and it was another six years before 
they felt sure enough of themselves to raise the maximum 
for a single policy to $1,000. That is still the top, but the law 
permits a person to acquire a maximum of $25,000 of this 
kind of insurance by spreading it out with various banks. 
(The New York law differs markedly in this respect from 
that of Massachusetts. Here the individual is limited to a 
maximum of $3,000.) 


THREE FACTORS FOR RELUCTANCE 


THE fact that a comparatively small number of banks 
have thus far availed themselves of the opportunity provided 
by the Livingston-Piper Act appears to be attributable in 
the main to three general considerations: (1) a natural 
reluctance on the part of many bankers to enter upon what 
they regard as a strange and unfamiliar undertaking—at 
least until they have seen how it works out with other in- 
stitutions; (2) the well known tendency on the part of the 
small banks of the state to take their lead from the larger 
institutions, and (3) a certain amount of dissatisfaction with 
the manner in which savings bank insurance is set up in the 
New York law. The first of these three points needs no 
elaboration, but it may be worth saying a word about the 
other two. 

The importance of the leadership of the large institutions 
was strikingly exemplified in Massachusetts. Savings bank 
insurance advanced more or less languidly in that state up 
to 1929, when the Boston Five Cent Savings Bank entered 
the field. Not only did the addition of this bank, the largest 
of its kind in the state, directly swell the number of policy- 
holders and expand the total of business written, but the 
moral effect on the movement was epochal. From that point 
on there no longer was any question about the general ac- 
ceptance of this new “‘side-line” of the banks. To date none 
of the great New York City institutions has made up its 
mind to enter the savings bank insurance field. But at least 
one of this group has been working on a comprehensive 
study of the field, and its decision, in one direction or the 
other, is expected in the not distant future. 

As this writer pointed out in an article in the February 
issue of BANKING, there has been a substantial cleavage in 
the ranks of the New York State savings bankers over the 
precise mechanism provided under the New York law. With 
some, these objections have probably been little more than 
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a convenient rationalization for their own inertia and lack of 
enterprise; for others, they have undoubtedly been very 
real. Those who have opposed the Livingston-Piper formula 
have offered two main criticisms: first, that it provided for 
a decentralized system, rather than a centralized system; 
second, that it did not give the system sufficient autonomy. 
There is some evidence as this is written that the first of 
these objections is no longer a very important element in the 
banking attitude toward the innovation. There is still, 
however, a good deal of hostility toward what the bankers 
regard as the unnecessary intrusion of the State Superin- 
tendent of Insurance, under the New York law, in the area of 
administration as distinct from that of supervision. Critics 
of the Livingston-Piper Act do not pretend to see any 
immediate threat that the public officials would misuse their 
powers, but they object to the set-up on general principles. 
They would like to supplant the present mechanism, under 
which administrative control is vested in four trustees 
appointed by the Superintendent of Insurance, with a 
mechanism like that of Massachusetts, where the system 


is administered by the elected trustees of the guaranty 
fund. 


“SOCIAL RESULTS” IN NEW YORK STATE 


AS to the ‘“‘social results” of savings bank insurance in 
New York State, the experiment seems to be fulfilling its 
mission quite as fully as it has done in Massachusetts. Ad- 
vocates of savings bank insurance have never, of course, 
pretended that it was to be regarded as a competitor of, or 
a substitute for, the coverage supplied by the mutual com- 
panies. Its purpose has been to meet the needs of the person 
of small means—the person who wanted a small amount of 
insurance, and who was willing to do without the luxury 
services afforded by the agency system in order to get it at 
rock-bottom price. Statistics compiled over the last few 
months indicate that it is doing just this. The average 
policy taken out in New York State has been for $840, 
and the average amount of insurance issued per individual 
has been only $1,150. It is interesting to note, in addition, 
that a recent check-up of policies issued to date in this state 
revealed that no less than 42 per cent were for persons who 
had no other insurance. 

Just who has been buying savings bank insurance in New 
York these last ten months? No comprehensive analysis 
has been made for the banks as a whole which would answer 
this question categorically, but two of the larger institutions 
in greater New York have classified their policyholders, and 
it is fair to assume that the picture presented by these two 
analyses is roughly representative of that of the system as a 
whole. Because they have used different systems of classifica- 
tion, both studies are appended. 

This is how the purchasers of the first five hundred pol- 
icies issued by the East New York Savings Bank were found 
to be divided: 


Clerks, laborers, waiters and the like............... 
Mechanics (plumbers, carpenters, painters, and the like) 
tailors, chauffeurs, printers and druggists 


51.4 per cent 


25.0 per cent 


Professional (doctors, lawyers and dentists).......... 5.2 per cent 

100.0 per cent 
26 


And this is what an analysis of the first 1,000 policies sold 
by the New York Savings Bank reveals as to the economic 
classification of its customers: 


Public service............ 39 7 
32 Manufacturers. ............ 2 
Social workers............. 2 
Restaurant employees... . . 12 Silk weavers.............. 1 
Secretaries and stenographers 10 1 


Less detailed is a study made by the Lincoln Savings 
Bank of Brooklyn, though the results are much the same. 
This analysis shows that 61 per cent of the policies issued 
by the bank during the first five months after the inaugura- 
tion of its insurance department were for ‘‘wage earners, 
clerical workers and farmers”, 9 per cent for “profes- 
sional persons and executives”, 15 per cent for ‘“‘house- 
makers and students’’, and 14 per cent for children. These 
figures generally tend to confirm the experience of 30 years 
of savings bank life insurance in Massachusetts. Statistics 
for that state show that although it is theoretically possible 
for a person to buy almost $30,000 of insurance, over 90 


per cent of the policyholders, after all these years, carry 
$3,000 or less. 


AS A PRACTICAL BUSINESS MATTER 


FINALLY, there is the question of the advantage of the 
insurance department to the bank as a practical business 
matter. Here, unfortunately, it is too early, and the experi- 
ment has been conducted on too small a scale, to offer any 
very convincing statistics. Studies available on the experi- 
ence of Massachusetts show a pretty definite correlation 
between the expansion of the insurance business and that of 
the savings bank business. No such generalization can yet 
be vouchsafed with reference to the newly established New 
York State system. This much, however, is known. Of the 
policies issued by New York savings banks during the last 
ten months, more than half have been issued to persons 
with no savings accounts, and more than 70 per cent to 
persons who did not have accounts at the particular banks 
where they bought their insurance. 

As the banks have issued more than 5,000 life insurance 
policies to date, this means that somewhere between 2,500 
and 3,000 persons are coming in at regular intervals to pay 
their insurance premiums. Certainly the life insurance 
savings banks would be less than normally optimistic if they 


did not see some, at least, of this number as potential bank 
depositors. 
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A Puzzle for Auditors 


By J. S. SEIDMAN 


Mr. SEIDMAN is a member of the firm of Seidman and 
Seidman, certified public accountants. 


VER two hundred million dollars a year are lost to 
business through internal delinquencies. This, how- 
ever, is only the amount that is ferreted out and made 

public. There is no telling how much additional is lost either 
in undetected frauds or those that for one reason or another 
are hushed. 

That the record should contain fraud in such prolific 
measure is not the exciting feature. Fraud is merely another 
badge of human failing. The thing that causes a blush to the 
cheek of an auditor is that, when frauds do “pop”’, it is found 
that so many of them had been started and blithely going on 
for long periods of time untouched either by the controls set 
up inside the business or by the pursuit of outside auditors. 

What to do about it? The hard knocks of actual experience 
can blaze the path, in the light of more than five hundred 
cases of internal frauds that were diagnosed by the writer, as 
part of a special study recently made in behalf of the New 
York State Society of Certified Public Accountants. 

The fraud-doer is generally a man—though fraud is by no 
means exclusively a masculine machination—about 36, 
married, has children, earns about $2,600 a year, owns a car, 
participates in social and community work and is of whole- 
some convivial habits. He has been in the company’s employ 
over five years and, ironically enough, has advanced to a 
position of trust by honest endeavor and commendable 
merit. The defaulter lives anywhere and occupies any posi- 
tion, from watchman to president. The average fraud-doer 
doesn’t intend permanently to default. His objective is 
merely to “borrow” money from his company, and to make 
good long before his manipulation can be detected. For the 
same reason, the fraud-doer will rarely get someone else 
“in” on the peculation, or rely on collusion. Not intending to 
steal, it is natural that he try to keep others from aiding or 
even knowing of his temporary financial aberrations. 

What makes it possible for the fraud-doer to get by? In the 
last analysis, the answer boils down to auditing failure or 
man failure. It is heartening to find that none of the cases 
studied was of a type that only accident could have un- 
earthed. There was no fool-proof or perfect scheme. The 
frauds were cloaked by situations that need not perforce 
have existed. 

Accounting technique for fraud prevention or detection 
pivots around internal control and outside (independent) 
audit. The cases show that, for the large part, it was internal 
control that took the count in its combat with fraud. 


IMPORTANCE OF INDEPENDENT AUDITS 


INDEPENDENT audits must be mated with internal con- 
trol to keep fraud at bay. But in many cases these Siamese 
twins were cleaved. There was no outside audit at all, when 
the crudest sort of audit would have caught the culprit red- 
handed. However, even with an outside audit, fraud was 
permitted occasionally to thrive. In most instances the 
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fraud-doer laughed up his sleeve because the scope of the 
audit was too niggardly to catch him. 

Many frauds involve diverting cash at the gateway. Obvi- 
ously, therefore, the first line of defense is to increase the 
guard at that strategic point. A Maginot line can be im- 
planted by having the person who opens the mail, or anyone 
else not connected with the bookkeeping department, list all 
checks contained in the mail. Few enterprises, however, heed 
this elementary requirement. 

Manipulation of the cash between banks or customers’ 
accounts can be stifled by checking and controlling duplicate 
deposit slips before the deposit is sent to the banks. The 
duplicate should show not only amounts, but also from 
where the money came. Bank-stamped duplicates are almost 
meaningless. 


ROUTINE PRECAUTIONS OVERLOOKED 


PETTY cash is one of the weak spots. The death knell can be 
sounded on tinkering with amounts on petty cash slips if 
petty cash slips are required to be made in ink, and all figures 
spelled out. The stunt of cashing in on the same petty cash 
slip more than once would be nipped in the bud if the slips 
were cancelled by someone other than the person handling 
the petty cash. 

Padded pay rolls would disappear if the duties of making 
up the pay roll and paying off the men were divorced, and the 
men were required to sign for the amount they received. 

Tampering with checks in payment of bills can be 
squelched by having the checks mailed to the creditors 
directly from the office of the signing individual, without 
going back to the bookkeeping or purchasing departments. 

Securities are not actively in the industrial fraud limelight. 
But even the little that does arise can probably be headed 
for the discard if securities were put in registered form wher- 
ever possible, if tabs were kept on security numbers, and if 
access to the vault required the presence of at least two 
people. 

In the case of merchandise, considerable barrier will be 
placed on ransacking if inventory is physically taken by 
employees other than the regular custodians of the mer- 
chandise. 

Thus far, features of internal control have been considered 
for particular operations. Common to all aspects of internal 
control is the O.K. of the reviewing executives on bills, pay 
rolls, vouchers, special entries, etc. If the reviews are made 
inattentively and the O.K.’s are affixed in robot fashion, all 
pretense of internal control should be swept aside. 

But when all is said and done, since fraud is primarily a 
matter of human weakness, the best insurance against it is 
the proper selection and training of the personnel. 

We may perhaps summarize the story on internal control 
in this way: Procedure abounds to corner the rabbit at every 
turn. True, observance of the procedure takes time and in- 
volves cost. The two must be compared with the risks that 
are entailed when there is no control mechanism. If manage- 
ment concludes to go without, it must be prepared to face the 
consequent possibilities. 
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This is the third in the authors’ series of articles on insurance 
for banks. The first in the series discussed the advisability of 
centralizing insurance control in one department or in one 
individual. The second contained an outline of property in- 
surance. 

The present article deals with coverages that may be obtained 
to protect against loss through types of material damage caused 
by various hazards. Aspects of co-insurance are also considered. 

The authors of the material are HAROLD G. EBERLE, man- 
ager of the insurance department, Hartford-Connecticut Trust 
Co., Hartford, Conn., and HORACE W. ERVIN, account execu- 
tive, Albert Frank-Guenther Law, Inc., New York advertising 
agency. MR. ERVIN Specializes in insurance company accounts. 


BANKER groaned and gnashed his teeth. He carried 
A adequate fire insurance on 320 Elm Street, but the 
building’s roof was caved in by a bolt of lightning. So, 
under the terms of the fire contract, this hazard wasn’t 
covered. So he thought. 

What must have been his joy when he learned from his 
insurance agent that he was covered; that the fire policy as 
issued covers direct loss or damage to insured property when 
caused by lightning—whether fire follows or not. 

This true story gives some clue to the scarcity of knowl- 
edge that is abroad on insurance coverage. Unfortunately, 
in most cases, the shoe is on the other foot: the assured 
usually feels he is covered when he isn’t. True, the average 
banker probably knows more about fire than about other 
types of insurance. And all the time his familiarity is being 
broadened by increasing contact with policies on property 
that is bank-owned, mortgaged or acquired in foreclosure or by 
a fiduciary relationship. Yet his sense of the need, and of the 
limits, of fire insurance is often confusing in itself if he does 
not grasp dimensions of the coverage provided by thecontract. 

But now, with the beginning of an insurance department, 
or the labeling of a single officer as “in charge of insurance”’, 
there is every justification, in fact every need, to master 
once and for all this basic form, both for a definition of pro- 
tection promised and for a clearer vision of extra coverage 
that may be required. 

While it is true that variations in the fire form are found in 
different sections of the country, there are certain funda- 
mentals of protection at the core of all contracts. Apart 
from the convenient advantage of being able to tell your 
friends—and stockholders—that when fire occurs you don’t, 
in effect, lose what you’ve lost, all fire policies share in com- 
mon the basic value of replacement—to restore material 
damage brought about by the occurrence of the lamentable 
hazard that blandly puffs away $265,000,000 worth of 
material a year. 

For an intimate glimpse of important aspects of coverage, 
it is well to review permits and clauses connected with the 
fire policy. The alterations and repair permit, for example, 
is a definite stipulation allowing the use of mechanics to 
make alterations, additions and repairs to the building in- 
volved. The vacancy or unoccupancy clause either allows 
vacancy or unoccupancy to be unlimited, or imposes a 30- 
day or other period limitation. 


Material Damage Insurance 


Because the fire policy does have limitations, various 
supplemental contracts are necessary, or advisable, to in- 
crease the scope of protection you desire on certain proper- 
ties. Outstanding among these, and remarkable for its 
compactness, is the extended coverage endorsement which, at- 
tachable to the fire policy, stretches protection so that it in- 
cludes also the perils of windstorm, cyclone, tornado or hail, 
explosion, riot, riot attending strike, aircraft, smoke or 
smudge damage and motor vehicle damage. 

The fallen building clause of the fire policy has often been a 
bone of contention. Read it carefully: 


If a building, or any material part thereof, fall except as the result of 
fire, all insurance by this policy on such building or contents shall im- 
mediately cease. (Italics are the authors’) 


In sections of the country where waivers of this endorse- 
ment are available, damage by fire that follows a building’s 
fall is covered.* Where waivers are not available, and the 
fallen building clause voids insurance when the structure 
topples, there is still a way to cover resulting damage by fire 
in most instances. The method is to employ windstorm in- 
surance or the extended coverage endorsement, which cover fire 
following the fall of a building from causes insured against 
under these contracts. 

The demolition clause assumes major importance in cities 
where building ordinances forbid repairing a structure dam- 
aged beyond a certain defined point. It is not unlikely to 
find a rule such as the following in these communities: 


Ifa building, not of fire resistive construction, and located in a certain 
prescribed area (conflagration), be 50 per cent or more damaged by 
fire, the remaining portion of the building must be torn down. 


If men have to be paid for tearing down a building, the 
demolition clause should be attached to the fire contract for 
coverage of this expense. It is usually available at a cost 
running about 15 per cent above that of the basic fire 
premium. 

Fire, however, is not the only cause of material damage. 
So it may be taken for granted that underwriting brains have 
not been spared the creative task of laying out coverages 
that embrace fire’s companion workers of mischief. 


1. WINDSTORM 


What about windstorm? The Fire, Casualty and Surety 
Bulletins published by the National Underwriter for insur- 
ance agents and brokers have this to say on the subject: 


“‘For the past 15 years there has been an average of over 123 real 
tornadoes a year. 


“Remember that many thousands of claims are paid each year for 
damage by winds that are not tornadoes, that the total of such loss 
probably equals that caused by tornadoes.” (Italics are the authors’) 


Bankers who debate the advisability of windstorm cover- 
age, therefore, should observe these signal facts: that wind- 
storm losses can be of catastrophic dimensions;f that there 
is no relation between extent of windstorm damage and 
possibility of its occurrence; that windstorm losses are fre- 
quently inflicted in communities believing themselves free 


* Damage by fire only is covered, not damage by collapse. 
+ For a discussion of coverage against catastrophic losses, see the 
November issue of BANKING. 
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By HAROLD G. EBERLE 
and HORACE W. ERVIN 


of the hazard; that total claims paid for windstorm damage 
probably equal those paid for tornado. 

Windstorm coverage provides an extended feature of pro- 
tection that underwriters like to speak of as “bridging the 
gap’’. It applies, as previously stated, when the falling of a 
building cannot be pinned on fire, though fire follows. Recall 
that the fallen building clause, unless waived, cuts off fire 
protection in this eventuality. But with windstorm insurance 
in force, fire following the collapse is carried in the policy. 
Thus you “bridge the gap” between these two hazards. 
Premium expenditure for this coverage can be somewhat 
lessened by taking advantage of the 50 per cent co-insurance 
basis upon which it can be purchased, which, if not providing 
100 per cent protection, is nevertheless a step in the right 
direction. 


2. LEAKAGE 
(a) Sprinkler 


The most common form of loss from leakage is that in- 
curred by sprinkler systems. Sprinklers give building owners 
the joint advantage of automatic fire fighting equipment and 
of reduced insurance premiums (thanks to presence of equip- 
ment). They sometimes give him a jolt, too, for while chuck- 
ling over the neat trick that enables him to kill two birds 
with one stone, he has, by installing sprinkler equipment, 
laid himself open to loss through its failure or collapse. There 
is damage to reckon with if the system works at the wrong 
time, as the result of freezing, heat or mechanical breakdown. 


HE co-insurance clause is one that must inevitably be 

tackled and mastered. It requires the policyholder to 
carry insurance up to a certain percentage of the insurable 
value of the property. If he fails to do this, his recovery of 
losses is lower, percentagewise. It is called “‘co-insurance” 
because if you do not carry sufficient insurance as prescribed, 
you will have to bear a portion of, thus co-insure, the loss 
suffered. You suddenly find yourself, as it were, president, 
vice president, secretary and especially loss adjuster of your 
own little insurance company (unincorporated), underwrit- 
ing not all, but a portion, of one risk—your own. 

How does this work out? Building at 206 Evans Street, let 
us say, has an insurable value of $100,000. The co-insurance 
requirement is 80 per cent. That is, you must carry insurance 
of at least 80 per cent of insurable value or 80 per cent of 
$100,000, or $80,000. You do so. What, then, is the possibil- 
ity of recovery after fire? Take several instances: 


INSURANCE REQUIRED—$80,000 
I.—THE RIGHT WAY—(807% CO-INSURANCE) 
INSURANCE CARRIED —$80,000 


Fire Loss You Recover You Lose 

$4,000 $4,000 

40,000 40,000 

80,000 80,000 

90,000 80,000 $10,000 (because, of course, you 


cannot recover more than 
face value of the policy, 
which is $80,000) 
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SOLVING THE RIDDLE OF CO-INSURANCE 


(b) Other Leakage 


Other leakage may also be covered by insurance. The 
average water damage policy covers direct loss or damage by 
accidental discharge, leakage or overflow of water or 
steam from tanks, plumbing systems, elevator tanks and 
cylinders, fire hose standpipes, industrial and domestic ap- 
pliances and refrigerating and air conditioning systems. 


3. EXPLOSION 
(a) Other than Steam Boiler 


This is usually covered by the addition of extended coverage 
endorsement to building fire policies or by explosion policies. 


(b) Steam Boiler Explosion 


This type is worth the premium if only for the expert, 
periodic inspection service made available by underwriters. 

For the banker’s purpose, the following coverages are well 
to have included in the steam boiler policy purchased: 


(1.) Adequate personal injury and property damage limits. 

(2.) Furnace explosion (if oil-fired). 

(3.) Cracking or fracturing of cast iron boilers. 

(4.) Expediting (emergency labor, transportation, etc.). 
4. BREAKAGE 


Breakage of plate glass does not carry with it any serious 
consequences and the coverage is one of replacement service 
or of cash settlement. 


5. Fine Arts FLOATER 


The fine arts floater provides all-risk coverage on valuables 
such as paintings, etchings, pictures, tapestries and other 
bona fide works of art, or rarity, historical value or artistic 
merit. It is far broader than the fire form because of its 
all-risk character, which covers even losses incurred while 
packing or unpacking. 


Now let us assume you decide to go into the insurance busi- 
ness after all, and don’t carry the 80 per cent coverage. 
You carry only 60 per cent, let us say, or $60,000. The ratio 
of what you carry to what you should carry is $60,000, or 34 

$80,000 
of the proper coverage under co-insurance requirements. 
What, now, is the loss-recovery picture? 


INSURANCE REQUIRED $80,000 
II.—THE WRONG wAy—(80% CO-INSURANCE) 


INSURANCE CARRIED $60,000 


Fire Loss You Recover You Lose 

$4,000 $3,000 $1,000 

40,000 30,000 10,000 

60,000 45,000 15,000 

80,000 60,000 20,000 (here you recover up to 


face of the policy, but 
lose $20,000 by being 
underinsured) 


Co-insurance in no wise prohibits insuring property to 100 
per cent of value; and if you do so, you recover in full in any 
event. The true purpose of the clause is to spread the cost of 
insurance fairly among property owners. It has been adopted 
universally by insurance companies, who have proved their 
desire to be fair by granting rate reductions to those who 
accept the clause. 
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Year-End Investment 


Mr. ADAMS is an investment analyst in a large eastern bank. 
In October BANKING he wrote “A War-Time Investment 
Plan”. This article is a hypothetical report of a bank president 
to the board of directors on investment matters. 


To the Members of the Board of Directors of the Red Plains 
Trust Company: 


T is the responsibility of the directors to guide the policies 
of this institution. With bond investments now com- 
prising more than half of our total earning assets, every 

one of us has an obvious duty to take an active interest in 
the subject of securities. 

With this in mind, I have prepared this rather detailed 
First Annual Investment Report which I propose to read to 
this meeting. A copy has been distributed to each of you and 
I urge you to take it home and study its contents carefully. 
I realize that some of you are not very familiar with securi- 
ties and may not be particularly interested in investment 
matters. Nevertheless, they happen to constitute an ex- 
tremely important problem for the Red Plains Trust Com- 
pany for whose affairs we are responsible. 

First, I should like to present a brief survey of what has 
happened to market prices for various types of bonds during 
the past 12 months. Our investments can be divided into two 
general classes: “money bonds” which are of good quality 
and whose prices are affected chiefly by money market con- 
ditions and interest rates, and “credit bonds” which are of 
lower quality and whose prices depend more upon factors 
relating to business activity and the outlook for profits in 
various industries and individual companies. 

Between last December and June the trend of prices for 
money bonds was steadily upward. The market was es- 
pecially strong during March, April and May. Gold kept 
coming to this country at an accelerated pace, pushing ex- 
cess reserves of member banks to repeatedly higher peaks. 
There was little indication of any substantial increase in 
demand for bank funds. 

Prices reached new all-time highs in June and then de- 
clined moderately during the Summer months. This was 
probably a natural reaction after such a rapid advance. 
In September the European war caused a precipitous drop 
in high grade bond prices. For several weeks the Federal 
Reserve banks were almost the only buyers of United States 
Government bonds. The purpose of their buying was to keep 
the market orderly, not to peg prices. Three weeks after war 
started, quotations for long term Treasury issues had de- 
clined as much as ten points from their June highs. This wide 
swing was caused largely by psychological factors. When the 
panicky liquidation had ceased, it was evident that prices 
had gone too low and the market enjoyed a substantial 
recovery. 

Fundamental conditions affecting interest rates have as 
yet not been changed much by the outbreak of war If busi- 
ness in the United States improves considerably, there may 
be some increase in the demand for money. There could be an 
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exceptional expansion in business activity, however, without 
causing any appreciable reduction in the vast excess reserves 
of member banks. As a matter of fact, these reserves are even 
higher now than before the war because of the continued in- 
flow of gold and because of the open-market purchases of 
securities by the Federal Reserve banks. 

On the other hand, high grade bond prices could go sub- 
stantially lower if it should appear likely that the United 
States may become involved in the war. In addition to this 
possibility, it should be noted that the volume of bank loans 
has risen gradually during the past year. It is worth consid- 
ering whether the record levels reached by United States 
Government securities last June may mark the turning point 
in the long term trend of interest rates. 

Prices for credit bonds have had several ups and downs 
during the past 12 months. Advancing prices were reversed 
in the latter part of March and the ensuing reaction was 
halted by a rally during June and July. A gradual decline in 
August was followed by a sharp rise caused by the war and 
the improvement in domestic business. 


HELPFUL FACTORS 


PUBLIC utility issues were helped by the apparent decrease 
in danger from governmental competition and by the con- 
tinued growth in the nation’s consumption of electric power. 
Second grade rails have responded to the remarkable increase 
that has taken place since early Summer in freight traffic 
and railroad earnings. Comparatively little legislation bene- 
ficial to the railroad industry was enacted during the year 
but some progress seems to have been made in preparing 
bills for presentation at the next session of Congress. The 
passage of the Chandler Act enabled two roads, the Lehigh 
Valley and the Baltimore & Ohio, to effect voluntary read- 
justments of their fixed charges. Most second grade indus- 
trial obligations have been favorably affected by the better 
outlook for business and certain issues that can be classified 
as “war babies” have advanced considerably. 

These market movements have influenced our own invest- 
ment position. The book value of our holdings today is 
around $1,800,000.as compared with about $1,700,000 a 
year ago. The net appreciation in our list is now about 
$55,000 as compared with $16,000 this time last year. The 
difference is largely accounted for by the sale of second grade 
bonds, which were quoted about $30,000 below their book 
values last December. We still have a net appreciation of 
$70,000 in our investment grade securities and issues rated 
3B or lower show a depreciation of about $15,000 from the 
figures at which they are now carried on our books. 

During the past 12 months we bought $280,000 worth of 
securities and sold holdings which had a total book value of 
$180,000. You will recall that last January we estimated 
what our operating results for 1939 might be and found that 
if we intended to continue our program of selling undesirable 
holdings, we would need to increase the size of our portfolio 
in order to provide adequate earnings for the year. We there- 
fore invested $250,000 in medium term United States Gov- 
ernment bonds and corporate issues of high quality with the 
expectation of carrying these commitments until maturity. 
Prices for some of these securities are lower today than in 
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Report 


January but it has turned out that our estimates regarding 
earnings were reasonably accurate and we have needed the 
income that we have received from these investments. 
Moreover, our cash position today is even stronger than it 
was at the beginning of the year and there seems to be little 
likelihood that we will have occasion to liquidate any of 
these bonds. 

As you know, the primary aim of our investment program 
has been to strengthen the stability of our portfolio by elim- 
inating second grade issues and by achieving a balanced 
distribution of maturities in our list. We have not attempted 
to pick the top of the market for making sales but have 
planned to work continually toward our objectives by taking 
advantage of rising prices for issues that we do not wish to 
retain permanently. 


REDUCING THE RISK 


BY adhering to this course, we sold $47,000 of second grade 
bonds in the first quarter of the year and another $75,000 
during the past two months. We were also fortunate in ob- 
taining almost peak prices in April and May for a number of 
long term corporate and municipal bonds of good quality 
that we had ear-marked for sale. 

Our bank is in a stronger financial position today than it 
was a year ago. We have succeeded in disposing of a consid- 
erable part of our holdings of real estate with comparatively 
small loss and we enjoyed several good recoveries in loans 
which had previously been charged off. Taking into consider- 
ation the improvement in our investment portfolio as well, 
we may say that we have substantially reduced the risk of 
losses in our bank’s assets. At the same time, we have man- 
aged to add $23,000 to our capital funds, thereby increasing 
our cushion of protection against possible losses. 

Under these circumstances, the need for liquidating the 
remainder of our second grade bonds is now less urgent. You 
will notice, however, that I have proposed as one of our ob- 
jectives for the coming year the complete elimination of all 
bonds of inferior quality. If business recovery is sustained, 
we may be able to accomplish this without incurring much 
loss from present book values. If we do have such an oppor- 
tunity, I feel strongly that we should take advantage of it to 
effect a thorough house-cleaning in our portfolio. 


MORE CASH ON HAND 


ON the other hand, if the current recovery movement 
should falter, it is my opinion that we ought to act promptly 
to dispose of the most vulnerable of our second grade issues, 
but that we are in a position to retain those which seem to 
have reasonably good prospects over the longer term. 

I am not proposing any change in the size of our invest- 
ment account for the time being. During the past 12 months 
our deposits have increased about $400,000, or almost 10 per 
cent. This is a greater percentage growth than has taken 
place in our capital funds. In my judgment, this is more than 
offset by the fact that our cash on hand is $200,000 higher 
than a year ago and is about $400,000 higher than we ordi- 
narily regard as normal in relation to total deposits. The rise 
in our ratio of deposits to capital, nevertheless, is one good 
reason for keeping some extra cash on hand. Another is the 
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uncertainty regarding the future course of bond prices. 
An additional consideration is that our loans have gradually 
expanded by more than $100,000 since the first of the year 
and are likely to increase somewhat during 1940, judging 
from current trends in our mortgages and personal instal- 
ment loans. 

You will find a schedule giving an estimate of our earnings 
for the coming year. Our income from investments for the 
past 12 months, after deducting regular charges for amortiz- 
ing premiums, was $59,800. This represents a yield of 3.2 
per cent on the average amount invested during this period, 
which was $1,871,000. If we continue to strengthen our 
portfolio along the lines I am recommending, our net income 
from securities may be from eight to ten thousand dollars 
lower during 1940. On the other hand, the reduction in the 
rate paid on our savings deposits which was instituted last 
July will have full effect upon next year’s earnings and should 
more than offset the loss of income from investments. 

During the past year we incurred book losses of $19,500 
on sales of securities and took profits of $14,500. Actual 
losses based upon original cost prices amounted to $33,000. 
Before the end of this year we shall realize additional actual 
losses of $40,000 by selling our remaining holdings of de- 
faulted railroad bonds. These sales will probably result in a 
small book profit because all of these items have previously 
been charged down on our books. We have entered selling 
orders slightly above recent sale prices because several of the 
issues are traded rather inactively. If they do not move 
within the next few days, our limits will be lowered. We shall 
try to dispose of these holdings within the next two weeks 
because it is possible that quotations for some of them 
may decline later this month due to tax selling by ‘other 
institutions. 


TAX LOSSES 


IT seems to be an opportune time to liquidate these undesir- 
able holdings because we can make good use of tax losses this 
year, as we easily discovered by computing our estimated 
tax return for 1939. The tax advantage gained by selling 
these items will in most cases be almost equivalent to a 100 
per cent appreciation from their current market prices. We 
may not be able to use these tax losses next year. For one 
thing, undesired bonds remaining in our portfolio now 
show a net depreciation of more than $60,000 from our cost 
prices (not book), and the chances are that we shall realize 
considerably more actual losses than profits from securities 
sold during 1940. In addition, we are not likely to have the 
exceptional recoveries in loans that we had this year and our 
tax exempt income will comprise a larger proportion of our 
net income. 

We should revise our earnings estimates from time to 
time to see whether we will need more income from our bond 
portfolio. In general, however, I feel that with bonds still 
at very high levels and with so many uncertainties in the 
outlook both at home and abroad, we should not attempt to 
obtain extraordinary recoveries or earnings. Our purpose 
should be to meet our actual income requirements and to be 
prepared at all times for any emergencies or opportunities 
that may develop. 
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The Legal Answer Page 


Witness to Signature Card 


N interesting case concerning everyday bank procedure 
A was the subject of a decision by the New York Su- 
preme Court in Commiso v. Bank [C.C.H. Banking 

Law State Service, 46788]. 

Plaintiff, a depositor in the defendant bank, gave his wife 
power of attorney to exchange the lira held in his lira account 
to dollars and to deposit the proceeds in a dollars account to 
be opened in his name. The bank gave the wife a signature 
card and a slip of paper to have signed by her husband. The 
bank not only did not require plaintiff’s personal appearance 
but it also did not require his signature to be witnessed, or to 
be acknowledged before a proper officer. Furthermore, the 
bank did not keep the original signature in the current files. 
The only evidence that a comparison of the old and the new 
signatures had been made was the custom of the bank to re- 
quire the approval of a signature by an officer of the bank. 

The signatures that appear on the signature card and slip 
of paper returned by the wife are claimed to be forgeries. 
The signatures on all subsequent withdrawals were compared 
with these allegedly forged signatures. After several with- 
drawals by drafts purporting to bear plaintiff’s signature, the 
account was transferred to another bank and subsequently 
the entire account was withdrawn from that bank. Plaintiff 
upon discovering what had happened, brought suit for the 
original amount of the deposit. 

The defendant bank claims that it is relieved from liability 
by reason of its by-laws. These provide (1) that payment by 
the bank to a person presenting the passbook shall be valid 
and shall fully release the bank from liability for unlawful 
payment and (2) that should the depositor wish any other 
person to draw money, such person must present the pass- 
book together with an order from the depositor. 

The court held that defendant bank was negligent and 
gave judgment for the depositor. In explaining its decision, 
the court stated that the defendant bank followed a loose 
method in securing plaintiff’s signature for the new account. 
In addition, it failed to show that this signature was com- 
pared with the one already on file. The defense of the bank 
that under its by-laws it was relieved of liability was rejected 
by the court. ‘Unless the second sentence [of the by-laws 
above referred to] is to be meaningless, it must be taken as 
qualifying the first, and providing the procedure to be fol- 
lowed in withdrawals by a person other than the depositor, a 
procedure which was not followed here.” 


Service Charges—Bankruptcy Funds 


oo the question was presented whether accounts 

carried by a trustee in bankruptcy may be subject to the 
usual service charges applied to similar commercial accounts. 
This question has never been passed upon by the courts, but 
it is believed that the making of a reasonable charge for 
services performed for a trustee does not violate any rule of 
law. 

The thought that such deposits may not be subject to the 
usual service charge arises from the mistaken idea that the 
deposits of the trustee in bankruptcy are United States 
deposits. The Bankruptcy Act provides that a depository 
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for the funds of a bankrupt estate shall be designated by the 
Federal court in which the bankruptcy proceedings are 
pending. It further provides that such depositories shall give 
good and sufficient surety bonds which may be proceeded 
upon in the name of the United States. In lieu of surety 
bonds the depository may deposit certain specified securi- 
ties. It does not follow from these provisions that the United 
States has a beneficial interest in these funds. Its chief con- 
cern is to create proper safeguards around the use of the 
funds in order to protect the interest of the bankrupt’s credi- 
tors to whom the funds will eventually go. 

Other aspects of the same problem were involved in the 
case of Florida Bank & Trust Company of West Palm Beach 
v. Union Indemnity Co. (1932) 55 Fed. (2d) 640, 83 A.L.R. 
1102, where the court was asked to grant a preference for 
bankruptcy funds in the assets of an insolvent bank. The 
court refused to grant the preference, explaining that the 
United States had no beneficial interest in the funds de- 
posited to the credit of the trustee and receiver of the bank- 
rupt estate. 

It seems consistent with this reasoning that the same 
service charges may be made against bankruptcy deposits as 
against deposits of individually owned funds. However, as 
these charges are made for services performed for the trustee, 
presumably they would be classed as ordinary and necessary 
administration expenses. It must be borne in mind that such 
expenses are subject to the approval of the court having 
jurisdiction over the administration of the bankrupt estate. 


National Banks—State Laws 


N opinion of the Attorney-General of Wisconsin illus- 
trates the extent to which state law may properly be ap- 
plied to national banks. The statute in question provides that 
all banks exercising banking powers and otherwise qualifying 
under the named section of the law shall procure a license in 
order to deal in securities. Inquiry was made of the Attorney- 
General whether these provisions may be applied to national 
banks performing such functions within the state. 
It was his opinion that where Congress has legislated upon 
a particular subject within its jurisdiction, the states may 
not enact laws contrary thereto. In this case the national 
bank laws have provided that no national bank shall be sub- 
ject to visitatorial powers. The Wisconsin statute requires a 
detailed investigation before the issuance of a license to deal 
in securities. This conflicts with the national bank law and 
therefore cannot be applied to national banks. 


Attention is called to an announcement on page 52 of this 
issue of BANKING regarding bank forms. The important work 
of the Legal Department, American Bankers Association, in 
this respect will of course form a part of the series of articles 
which are to appear beginning with the January issue of 
BANKING. 
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Shades of Neutrality! 


Every non-belligerent country is being neutral in its own individual way 
and having no easy time of it 


WIDE WORLD PHOTOS 
MOST IMPORTANT NEUTRAL—From the start it was inevitable that, in the case of the United States, our manufacturing resources 


would play a large part in the war and that U. S. citizens should, in the majority, back the Allies. Results—increased industrial activity 
in many lines, wisely held under control by Business (abvve, lejt, men getting jobs at a factory); accelerated shipments of certain products 
to Britain and France (above, right, American-made planes on a pier in New York) 


HARRIS & EWING PHOTOS 

NEUTRAL IN BLACK AND WHITE—Abore, left, President Roosevelt signs the Neutrality Act while A. A. Berle of the State Depart- 

ment, Senators Pittman and Bloom, House Speaker Bankhead, Secretary Hull, Vice-president Garner and Senators McNary and Barkley 

look on. More than any other branch of our commerce, shipping was affected, with hundreds of seamen “beached”. Above, right, Joseph 
Curran, president of the National Maritime Union, calling at the White House to see what can be done about it 


DEFENSE AND TRADE—Below, left, a battery of 60-inch, 800,000,000 candle power searchlights during a demonstration at Fortress 
Monroe in which 3-inch anti-aircraft weapons destroyed a sleeve target towed by a plane at 6,000 feet. Below, right, launching of the Sea 
Witch. Built in Florida for the Maritime Commission, she will operate out of New York to the Far East 


WIDE WORLD PHOTOS 
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ACTUALIT FROM GUILLUMETTE EUROPEAN 


Above, right, King Haakon of Norway, Gustav of Sweden, President Kallio of Finland and King Christian of Denmark at a conference on 

their common problems in the war. Finland and Sweden are too-near neighbors of Russia, who is in the process of collecting ice-free ports, 

Denmark still has a piece of pre-war Germany and Norway held the U. S. ship City of Flint and then released it, depriving the German 

prize crew of its prize. Above, left, King Leopold of Belgium who, with The Netherlands’ Queen Wilhelmina, staved off a threatened in- 
vasion with a peace proposal, so the story goes. Belgium was the first innocent bystander-victim in the World War 


INTERNATIONAL EUROPEAN 


Above, right, Dutch soldiers who have been called to the colors and are awaiting whatever develops. A successful invasion of The Netherlands 
would give Germany air bases 100 miles nearer England and sea bases that would vastly complicate British naval problems. Above, left, 
soldiers of the sharp-shooting Swiss army, now on guard in Alpine passes 


Below, left, women air pilots of Turkey, guardian of the strategic Bosphorus. Turkey’s diplomatic program is a juggling act imposed by 
geography. Below, right, a new railroad station in Rome, under construction for the World’s Fair which is scheduled there for 1942. 
This optimistic gesture is unique these days 
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INTERNATIONAL PHOTOS 
Above, left, the Emperor of Japan leaving a shrine sacred to recent casualties in China. Japan is officially neutral and, of course, she is 
officially not at war with China. Above, right, neutrality 4 la Russia—troops marching in Poland. Russia is displaying the same kind of 
“neutral” solicitude toward her Baltic neighbors 


EUROPEAN PHOTOS 

Above, left, President Smetona of Lithuania (on the balcony) at a celebration of Vilna’s return to the nation after the downfall of Poland. 

Lithuania is considered in the sphere of German influence, her western neighbor being East Prussia. Above, right, refugees entering Rou- 

mania, to which thousands of Poles fled earlier in the war. Roumania has oil, part of pre-war Bulgaria, Russia and Hungary and a hope 
of staying out of the war 


Below, what happens to neutral ships when British or German sailors search for contraband. Many neutrals are protesting British contra- 

band definitions. Worse than search, however, is total Joss through floating mines, which the British accuse the Germans of turning loose 

in ship lanes. In the picture on the left, British seamen are going over mail bags; at the right, Germans are patrolling a boat during 
search for war goods 


EUROPEAN INTERNATIONAL 
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Bankers on a Land Use Tour 


HE Agricultural Committee of the 

New York State Bankers Association 
arranged a tour of farm land this Fall in 
the neighborhood of Ithaca, New York, 
home of the New York State College of 
Agriculture at Cornell University. The 
college cooperated with the association in 
arranging the tour, the purpose of which 
was to show the various types of agricul- 
tural land (seven classifications) in the 
state. 

More than 60 bankers and agricultural 
experts took part in the tour — members 
of the agricultural committee, county key 
bankers, county agents and members of 
the faculty of the agricultural college. 

Three busses were used to transport the 
party, which made short stops for study 
and discussion on a prearranged route. 
The pictures on these two pages show 
some of the activities during the all-day 
trip. 


Above, bankers assembled in front of Willard 
Straight Hall on the Cornell campus just 
before the tour began ied 


Left, examining depth and texture of soil in 
“an alfalfa field on Class V land near Dryden, 
New York 


Below, left, Dr. Roy Beck and Dr. V. B. 
Hart showing bankers how deep alfalfa 
roots go in a good soil 


Below (left to right), Dan H. Otis, Director, 

Agricultural Commission, A. B. A., E. B. 

Guild, Joseph Hughes and Dr. V. B. Hart 

settling an argument as to how deep alfalfa 
roots go 
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Right, Farmer Space telling how he operates 

his 150-acre farm on Class V land. In the 

demonstration he used his inventory and 
operating statement 


Below, right, Farmer Harold Griswold of 
Cortland, New York, explaining to bankers 


that “the most important thing for a young 
fellow who is starting out in farming to 
watch for is to get good land” 


Below, bankers examining cows on the Space 

farm, where the herd averages over 11,000 

pounds of milk per cow per year — more 

than double the average for the state. Such 

examples show clearly that good land 

means good alfalfa and corn silage, which in 
turn mean productive livestock 
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Left, bankers looking over 
the dairy herd on the suc- 
cessful farm of Ralph 
Space near Dryden. Land 
of this quality warrants 
good public services such 
as roads, schools, electric 
lines, ete. 
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Roaring Down to Rio 


EFORE the depression it took about 
B six weeks to get a reply to a mail in- 
quiry from Buenos Aires by steamer— 
three weeks up and three weeks back. By 
steamer the reply still takes three weeks. 
But catalogues, blueprints or samples 
now may be dispatched within 5 days. 

Formerly Colombia’s capital was as 
much as two weeks up the Magdalena 
river from the sea. The river is still as 
turbulent as ever, but travel time from 
Cartagena to Bogota has been cut to less 


CULVER SERVICE 
The old drawing, above, published in 1861, shows an incident which occurred during the 
travels of a U. S. citizen south of the Rio Grande in that year. According to the picture, 
outlaws in that country were much more dandified than their U. S. contemporaries who 
prowled the Far West. In those days, travel anywhere in the sparsely settled western 
hemisphere was hazardous. Below, a section of the new international highway, as seen in 
Guatamala. This vast road building project will link the United States and her South 

American neighbors 


than 6 hours, and you can go any day of 
the week. 

It used to take weeks of tortuous 
travel to ‘‘make”’ the 5 capitals of Central 
America. By steamer Central America is 
still farther from New York than Europe. 
Yet you may now visit Mexico City, 
Guatemala, El Salvador, Tegucigalpa, 
Managua, San José and Panama in a 
matter of days,—less than two days from 
Texas, if you don’t want to stop over en 
route. All this the airplane has done. 

When Bleriot flew the Channel the air- 
plane was just a Jules Verne toy. When the 
U. S. Post Office initiated international 
airmail service between Seattle and Vic- 
toria in 1920, the airplane was becoming a 
convenience. Since then the airline sys- 
tem in the United States has made un- 
dreamed-of progress. Advancing by small 
steps at first—it ventured from Florida to 
Cuba in 1920—within nine years it 
stretched its wings to take in Mexico, 
Central America and the West Indies, and 
by 1931 it encircled South America. In 
1935 regular service across the Pacific 
commenced, and in 1939 Europe was 
brought within a day’s hop. To the 
foreign trader the airplane has become a 
valuable business adjunct. To the State 
Department it has become a symbol of 
prestige. To the army and navy it has 
become a “right arm”’. 


Curious Comparisons 


IT is commonplace to say that the air- 
plane has almost annihilated distance, 
yet its actual progress is still hard to 
realize. In his book, World Economy in 
Transition, Professor Eugene Staley pre- 
sents some striking charts and statistics. 
From old stage-coach advertisements he 
finds that in the 1790s it took a week of 
arduous travel to get from Boston to 
Baltimore. Today Hong Kong, Moscow, 
Port Said and Buenos Aires are all within 
seven days from The Hub. Whereas it 
used to take 18 days of hard going by 
stage coach from Boston to Savannah (or 
7 to 25 days by sea, depending on the 
winds, if there happened to be a sailing), 
today any important city of the globe 
may be reached within 15 days from State 
Street. 


There’s More Ahead 


IMAGINE rolling down to Rio and “B.A.” 
in two days from Miami. Some 7,400 
miles in 48 hours. That’s the newest plan. 
You'll sleep aloft. 

But the American air-transport in- 
dustry won't sleep. Although proud of its 
accomplishments in international flying, 
it is not resting on its laurels. Spurred on 
by competition from Europeans, it is 
working to improve its service in speed, 
convenience and frequency of schedules. 
When present plans to apply in Latin 
America the trans-Pacific technique of 
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non-stop, high altitude crossings are 
perfected, the resultant elimination of a 
night’s layover on the North Coast of 
South America will save a business day 
on all travel further South. 

The American airplane is no longer a 
curiosity or a luxury in Latin America. 
In the mail and passenger service it has 
become a vital part of Latin America’s 
daily life. The nations to our South, in- 
deed, have come to depend on United 
States airlines more for inter-country 
communication than for communication 
with the United States. In South America 
air travel has produced miraculous 
changes. In that continent of vast, un- 
populated stretches, of towering moun- 
tains and impenetrable jungles, places 
once separated by days and weeks of 
travel by water or muleback have now 
been brought within hours of each other. 
How the people have taken to the airplane 
is indicated by the fact that nearly 50 
different companies under 19 different 
flags offer over 200 regular services over 
88,000 miles of routes. About half of 
this network is owned by or affiliated 
with the Pan American Airways. The oth- 
ers are mostly local companies, or Euro- 
pean-controlled lines such as Lufthansa 
Peru. A number of the local lines have 
American capital such as Aerovias Na- 
cionales in Costa Rica and the Peruvian 
Condor Aviation Company. 


A Third Dimension 

THE airplane in inter-American com- 
merce has made itself useful in a hundred 
and one ways. It serves to bring diplomats 
in close touch with their governments. 
By air express all sorts of merchandise— 
automotive accessories, books, bullion, 
financial documents, blueprints, instru- 
ments—are carried quickly from city to 
city and country to country. Even large 
pieces of machinery are now transported 
by air to places previously inaccessible. 
Thus, in Peru, the airplane has made it 
possible to land, in remote mining dis- 
tricts, mining machinery of a kind pre- 
viously too heavy to ship on muleback. 

As the businessman sees it, the airplane 
enables him to transmit and receive more 
expeditiously orders, acceptance papers, 
shipping documents, comprehensive credit 
advices, specifications, blueprints, esti- 
mates and other information. Air service 
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{bove, one of the Pan Ameri- 
can “clippers”. In 1938, Unit- 
ed States airlines in inter- 
national or territorial service 
carried 192,000 passengers, 
more than 1,000 tons of ex- 
press and 785,000 pounds of 
mail. Passenger miles flown 

were 77,800,000 


Right, unloading Brazilian 
coffee in New York. The $250,- 
000,000 worth of coffee which 
we annually import from 
Latin America constitutes 35 
per cent of our total imports 
from those countries. About 
57 per cent of our coffee comes 
from Brazil, 22 per cent from 
Colombia 


Below, representatives of Ec- 
uador at the U. S.-Latin 
America retailers’ conference 
at the beginning of November. 
(Finance Minister Andrede, 
Financial Counsel Salazar and 
Ambassador Alfaro.) Definite 
steps were worked out for 
exchange of manufactures 


PAN AMERICAN AIRWAYS 


GALLOWAY 


HARRIS & EWING 
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INTERNATIONAL 


INTERNATIONAL 
Above, Army officials in Pan- 
ama when seven “flying for- 
tresses” stopped there re- 
cently en route to Brazil for 
the nation’s 50th anniversary 
as a republic. (Lt. Col. Olds; 
Gen. Stone, Canal Zone com- 
mander; Gen. Emmons, flight 
commander; U. S. Minister 
(to Panama) Dawson; Gen. 
Dargue.) U. S.-Brazil friend- 

ship is historic 


Left, U. S. planes and ships in 
Pacific maneuvers. Our Canal 
Zone, now being materially 
strengthened for defense pur- 
poses, gives the United States 
a particular reason for desir- 
ing neutrality throughout the 
Western Hemisphere. Both of 
the fighting forces are taking 
special precautionary meas- 
ures there during the war 


Below, One of the many huge 
natural resource enterprises 
of South America—a silver 
mine in Chile. This is the 
largest open cut silver mine 
in South America. U. S. en- 
gineering skill and equipment 
have done much to make 
such ventures successful 


makes it possible to send executives, 
salesmen and engineers abroad more 
quickly and more frequently, thus making 
for more effective cultivation of foreign 
prospects and customers and quicker 
solution of misunderstandings. 

To those who are not in a hurry, the 
steamship is still a very pleasant way to 
travel. But, if emergency arises, it is 
comforting to know that one can get home 
in a hurry. Some executives have found it 
expedient, when traveling in Latin Amer- 
ica, to plan a combination water and air 
schedule. 

American air travel to the South is 
getting to be quite a sizeable business. 
When oversea air travel from the United 
States was inaugurated in 1929, only 
about 4,000 U. S. citizens flew to non- 
contiguous countries, mainly the West 
Indies. In 1938 the corresponding figure 
was 20,319, in addition to which 4,751 
aliens departed by air. Thus, since 1929 
there has been a six-fold expansion of 
oversea air travel from the United States. 


Customs Statistics 

THE growth of our international air 
travel to the South is further delineated 
in the customs statistics. In 1929-30 
about 19,000 air passengers entered the 
country, and in 1938-39, almost 55,000. 
During the same period entries through 
Florida increased from 5,400 to 28,800. 
Adding to the Florida statistics the en- 
tries across the Mexican border gives a 
1938-39 total of 34,300, or more than 
three-fifths of the total for the entire 
country and its possessions. 

Americans traveling overseas by air 
are estimated by the Commerce Depart- 
ment to have spent $6,900,000 in 1938. 
While this figure is small when compared 
with the total of $213,000,000 spent by 
American tourists overseas or the $303,- 
000,000 spent in Canada and Mexico in 
1938, it is $5,000,000 more than was spent 
in such air travel in 1929. 

The growth of international airmail is 
shown by our own Post Office figures on 
“revenue from airmail service to foreign 
countries’’. Such revenues were less than 
$7,000 in the fiscal year 1929. By 1935 
they exceeded $2,000,000 and in 1938-39 
$4,400,000. Unfortunately the revenue 
does not cover half the expenditures, 
which have mounted during the decade 
from $1,151,000 to $9,225,000. It may be 
a hopeful straw in the tailwind that ex- 
penditures on this service were over 1,700 
times revenues in the first year, about 3 
times revenues in 1934-35, and only 
double the revenues in 1938-39. 

Whether our international airways will 
ever fully pay for themselves we hesitate 
to guess. Not all steamship lines even 
today are independent of Government 
subsidy. Always the pioneers of trans- 
portation have been aided by the Govern- 
ment—the pony express and the railways 
no less than the steamship and the air- 
plane. And who is there to say that the 
help given them has not greatly helped 
us all. 
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Advertise Your Town 


CONTINENTAL ILLINGIS NATIONAL BANK 
AND TRUST COMPANY 
| 2-3 OF CHICAGO 2-3 


ITCHELL, South Dakota, has a unique 

building which attracts many Summer 
visitors—a Corn Palace. With natural pride in 
this local attraction and an alert sense of ad- 
vertising values, the Mitchell National Bank 
is drawing attention to the Palace throughout 
the United States by means of its bank money 
orders (above). 

The first Corn Palace in Mitchell was built 
in 1892, but new buildings and additions have 
been required for the ever increasing crowds 
that attend the Corn Palace Week festival. 
Its sole decoration inside and out is ears of corn, 
the colored grain forming designs (below). 

The part that local banks have played in 
Corn Palace history is shown by an incident in 
1904. Sousa, arriving with his band, and being 
unimpressed by Mitchell's not-yet-paved 
Main Street, demanded a check in advance of 
his performances. The banks sent the required 
$7,000 in cash to the band’s train. 


ONLY CORN PALACE 
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Banking Works for Business 


‘Did you ever hear of 
SHREDDED WHALE? 


N the autumn when the fleet of 

whaling vessels sails out of 
Oslo, Norway, bound for the Ant- 
arctic Seas, many of the ships carry 
a grinder stand equipped with 
twenty-four inch grinding wheels 
made in Niagara Falls. Chunks of 
whale blubber are ground . . . or 
shredded. . on these wheels. The 
resultant pulp is put into a centri- 
fuge for the extraction of a pure, 
odorless oil of wide usefulness. 


An odd use for grinding wheels? 
Yes! But an interesting chapter in 
the story of Niagara Falls’ famous 
abrasive industry an industry 


which serves business and people 
throughout the world from the 
frozen Antarctic to the Tropics 

. from the shredding of soft 
whale blubber to the sharpening of 
exceedingly hard tools used for 
cutting stone. 


The Power City Trust Company 
is proud of its important services 
to the city’s greatest abrasive in- 
dustry .. proud of the way it 
helps smooth the path of many 
abrasive products to domestic and 
far flung markets. . proud of the 
resulting prosperity it helps bring 
to the entire community. 


POWER CITY TRUST COMPANY 


NIAGARA FALLS’ MARINE MIDLAND BANK 


Member Federal Deposit Insurance Corporation 


Power City Trust Co., Niagara Falls, N. Y. 


Atlantic National Bank, Jacksonville, Florida 


estimated at $3 


AMERICAS BEST CUSTOMER? 


Line LIST’ OF THE AMERICAN RAILWAYS 
CONTAINS OVER 70,000 DIFFERENT ITEMS. FOR THE 
DIRECT PURCHASE OF MATERIALS AND SUPPLIES USED IN 
EVERY DAY OPERATION, THE RAILWAYS HAVE SPENT, DURING 
THE LAST TEN YEARS, AN AVERAGE OF NEARLY ONE BILLION 
DOLLARS A YEAR, 


— HUGE MARKET BASKET GIVES EM-) 
|PLOYMENT TO HUNDREDS OF THOUSANDS OF CITIZENS IN AMERI- 
CAN INDUSTRIES AND STIMULATES LOCAL BUSINESS EVERYWHERE? 


Let's support and prolect our own Railroads 
They are vital to our County, our State and Nation. 


Affiliated Banks: 
PPRINGFIELD ATLANTIO Che fe THE PALATKA ATLANTIC 
BANK, JACKSONVILLE NATIONAL BANK 
FIRST ATLANTIC NATIONAL THE SANFORD ATLANTIC 
BANE OP DAYTONA BEACH NATIONAL BANK 
or yACKS WEST PALM BEACH 


ATLANTIC NATIONAL BANK 


THE FIRST NATIONAL 
BANK, GAINESVILLE 


DVERTISING and public relations 
programs are emphasizing more 
and more the natural réle of banking, 
—its usefulness to commerce, indus- 
try and the public. Balance sheets 
have their part in an advertising pro- 


gram, but the average newspaper and 
magazine reader or movie goer can 
better understand and appreciate the 
work of the country’s banks if he sees 
them in their relationship to all the 
country’s business. 

How some banks are using this 
theme in their advertising is shown 


on these two pages. 


Central Bank, Oakland, California 


In the great trade empire of Oakland 


MEAT means money to many classes, $12,500,000 of new 
wealth for the commumty © 


To the grower, for beef cattle, calves, hogs, sheep and lambs 
packers and feed lot operators pay in elve months $9,209,000 
al of all farm income. To the farmer, for hay and 
fain, and co oul mill and sugar refiner for seed-cake, beet pulp. 
molasses and other fatteners, are paid other goodly sums. 


Jn the 68 meat packing plants which supply this trade area more 
than 1,500 men and women earn more than $1,842,000 every year 
by slaughtering, processing, packaging. increase the value of 
their raw material almost $5,500,000 annually 

Founded on agnculture, this industry finds sts mayor market in 
urban centers. No other activity offers better example of that 
mutual relanonship berween city and country on which both 
depend for the prospenty 


MEMSER FEDERAL DEPOSIT 
INSURANCE CORPORATION 


In Oakland, Californsa, at. 
Broadway and 14th Screet 
Telegraph Avenue aod 49th Screet 
Frusvale Avenue and East 14th Screet 


ALVARADO IRVINGTON MARYSVILLE NILES 
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Did you know that 


Over 
150,000,000 
cartons are manufactured 
each year in Ridgefield? 


FIND THE BANK 
N THIS PICTURE 


Right now, perhaps, there is not a home in Ridgefield whuch 
hasn't on the pantry shelf or in the medicine cabinet at 
least one article packed in a carton “made in Ridgefield.” 


The Continental Folding Paper Box Company was Ridge- 
field's second industry. Each year it makes millions of 
boxes for national manufacturers whose products are 
household words. Many of these packages bear the Con- 
tinental trademark and “Ridgefield, N. J.” 


The Ridgefield National Bank « proud to serve such aa 
outstanding concern carrying the name of our community 
to all corners of the globe. Just as the country’s largest 
manufacturers have come to depend on the Continental 
Folding Paper Box Company for modern packages and 
Prompt service, so have the people of Ridgefield come to 
the Ridgefield National Bank for the last word in banking 
facilites and service. 

For the next (wo weeks, packages made by the Conti 

mental Folding Paper Box Company will be om daw 

play in our lobby. You ace cordially invited to se 

thee during bemking hours 

‘OU can’t see the bank in this picture. Yet it's as much a 
part of this Buffalo waterfront scene as the tugboat and The grain business, the airplane 
the grain elevators. In fact, the Marine has been in every industry, the steel and machine tool industries are 
similar picture since 1850, when it first opened its doors for 
the express purpose of serving the shipping industry »hach 

had mushroomed around this great inland port 
Today the Marine Trust Company is identified not only with 
Buffalo shipping. but with every industry which has contribu 
ted to the steady growth of this city. Through long association 


has helped make Buflals one of the 


st railroad cente 


MARINE The 
TRUST RIDGEFIELD NATIONAL BANK 
COMPANY Ridgefield, New Jersey 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


of the important Buffalo busin un which the Marine has 
played a leading finangal part Its faciluies have always been 
adequate to the changing banking needs of this community 

In Buffalo, it is a rare industrial or commercial “ picture 
which does not include at some point the strength and re 
sources of Buflalo’s oldest and largest commercial bank 


Marine Trust Company, Buffalo, N. Y. 


Bank of New York, New York City 


BUSINESS—Neo. 20 


Petroleum 


HE Amencan oil industry 

has developed our petroleum 
resources so effectively that this 
country’s output of petroleum 
products is 50% greater than 
that of all the rest of the world 
combined. The per capita con- 
sumption in the United States 
is nearly 9 barrels a year—4 times 
that of Great Britain, 7 times 
that of France, and 36 times 
that of Japan. 

Scientific exploration 
methods now assure the produc- 
tion of oil from two out of every 
three wells drilled, and oil ‘can 
now. be produced at depths of 
13,000 feet. Low cost transpor- 
tation of oil from well to refinery 
is provided by a network of 
pipelines—115,000 miles in all— 
enough to cross the continent 
88 times. 

Refinery processes have 
been constantly improved. 


| 


“‘Cracking®’ has doubled the 
amount of gasoline obtainable 
from a given quantity of crude 
oil, and has resulted in a saving 
of 11 billion barrels of oil since 
1920. The oil reserves thus con- 
served are equivalent to another 
10 years’ supply. 

In all its branches this 
industry employs more than 
1,000,000 workers, pays 
$1,500,000,000 in wages annu- 
ally and contributes a total of 
$4,135,000,000 yearly to the 
countiy's purchasing power. 

The petroleum industry, 
developed under the private en- 
terprise system, has been able to 
reduce the prices of its products 
steadily, while constantly in; 
creasing their quality and variety. 
The price of gasoline today, ex- 
clusive of taxes, is less than half, 
the 1920 price, and is the low- 
est for any country in the world. 


As bankers for industry, and as trustee for the funds of others, 
it is part of our responsibility to contribute something to a 
better understanding of the facts about private business. 


BANK OF New YorK 


48 Wall Street — New York 


UPTOWN OFFICE: MADISON AVENUE AT STREET 


Established 17%4 


Personal Trusts Since 1830 


Ridgefield (N. J.) National Bank 


Birmingham (Ala.) Trust & Savings Company 


Men and Business Find Success 


In Alabama 


RAILROADS ...A Vital Asset 


TRANSPORTATION 


Trunk Line Railroads 
River Transportation 


Transcontinental Airways 

POWER 
Unlimited Mydroelectne 
Inexhaustible Coal 
By-Product Gas 
Natural Gas 
Industngl Water 
CLIMATE 


Annual Mean Tempera 
ture 63.3 Degrees 


LABOR 


Abundant Supply of Pre 
ficient Workers 


MARKETS 


Center of Population 
of the 13 Southern 
Suus 


DISTRIBUTION 
Million People 


Live Within the 
Seuthern States 


INCE the day the crudely-built, mule-powered, 44-mile Tuscumbia, 
Courtland & Decatur Railroad was started in Alabama more than a 
century ago, railway transportation has proved a factor of prime im- 
portance in the agricultural and industrial development of this common- 
wealth. 
Besides furnishing dependable, economical service in the transportation 
of passengers, freight, express and mail over the 5,300 miles of roadbed in 
this state, the 29 railways operating here annually spend many millions of 
dollars for products of Alabama's mines, mills, factories and industries. 
These purchases, which totaled $31,208,000 in 1937 (a year of subnormal 
railway buying) were widely distributed among the various sections of 
the state. 
A major portion of the railroads’ annual purchases are for coal; for iron 
and steel products such as rails, structural steel, bars, shapes, bolts, nuts, 
rivets, tie plates and car wheels; and for lumber, including cross ties, pil- 
ing. poles and sawed timber. These purchases annually provide millions 
of man-hours of work for Alabama workers in many lines of industry and 
commerce. 
Alabama's railways also are one of the largest direct employers of labor 
In 1937, these employes, with their families, totaled 65,000 persons and re- 
ceived $22,743,352 in wages and salaries—the largest for any industrial 
group in the state. 
As taxpayers, Alabama's railroads annually distribute millions of dollars 
the length and breadth of the state. Every county benefits from this source 
of revenue. In 1936 railway taxes amounted to $2,498,420, or $471 for 
every mile of roadbed. 
Since Sept. 1, the Birmingham district has received railroad orders for ap- 
proximately 120,000 tons of rails, at a purchase price of $5,000,000; or- 
ders for $1,000,000 in accessories; and 2,099 cars of various types approx- 
imatimg $6,600,000. 
Alabama's railroads stand high in her list of “good citizens.” 


BIRMINGHAM TRUST 
& SAVINGS COMPANY 


Founded 1887 
Member Federal Deposst 
Insurance Corporation 


CONTINUOUSLY SERVING OUR STATE AND SECTION FOR SI YEARS 


Member Pederal 
Reserve System 
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Would You Believe I 


¢ 


The West Point depository 
has storage space for 2,000,- 
000,000 ounces of silver. 


In 1937-38 over 61,860,- 
000 checks were drawn 
on the Treasurer of the 
United States for work 
relief payments. 


Over 20 per cent of all 
rejections of new home 
mortgage insurance ap- 


plications have 
been found to re- 
sult from viola- 
tions of property 
standards or con- 
struction re- 
quirements. 


Almost 60 per cent of American 
tourists’ 1938 expenditures of 
$516,000,000 went to Canada and 
Mexico, as compared with 44 per 
cent in 1929. American tourists 
abroad in 1938 spent more than 
three times as much as foreigners 
traveling here. 


Thirty-five new counterfeit note issues 
were detected in 1937-38, of which 15 
warranted descriptive circulars. 


t? 


| creck 


WRITING 


MACHINE 


It took a dozen men several months 
to count the silver dollars in the 
Treasury basement in 1893. 


In the Treasury’s campaign against counter- 


feiting, 2,160 meetings were addressed in the 


U. S. motorists spent about 
$180,000,000 across the line in 
1938. Canadian motorists spent 
about $50,000,000 during their 
travels here in that year. 


two years, 1937-38. 


Prior to 1933 it was legal to refuse ’pay- 

ment in pennies or nickels of any debt over 

25 cents. Now a purchaser of a house and 
lot can pay in one-cent pieces. 
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A Football Party 


HE Carnegie Tech-Notre Dame game in Pitts- 

burgh was the occasion for a get-together by 
Graduate School of Banking students and alumni 
living in that area. In fact, Illinois, New Jersey and 
other distant states were represented. After the game 
in the afternoon of October 28, a dinner was held in 
the Hotel William Penn. At the dinner, a talk by 
Professor Montfort Jones was broadcast over 
KDKA, Pittsburgh. Mr. Jones is professor of finance 
at the University of Pittsburgh and a member of the 
Graduate School of Banking faculty. BANKING pre- 
sents herewith some pictures from the party. 


Left, a tense moment in the first quarter. Below, from 
the party announcement 


GRADUATE SCHOOL OF BANKING 
PICTURES FOOTBALL-PARTY COMMITTEE 
1939 


Left, (left to right) D. L. Morgan, auditor, Charleston 
(W. Va.) National Bank; C. J. Bolthouse, assistant 
cashier, Federal Reserve Bank of Cleveland, Pitts- 
burgh Branch; C. O. Mason, cashier, First National 
Bank, New Martinsville, W. Va.; W. H. Martie, Farm- 
ers Deposit National Bank, Pittsburgh; F. N. Gans, 
cashier, Weston (W. Va.) National Bank 


In the two pictures below: (left to right) Fred Buck, cashier, First National Bank, Bakerton, Pa.; R. B. Hays, assistant vice-president, 

Federal Reserve Bank of Cleveland; D. G. Bishop, assistant cashier, First National Bank, Findlay, O.; C. H. Kalb, assistant secretary 

and assistant treasurer, Apollo (Pa.) Trust Co.; H. W. Mayer, assistant cashier, First National Bank, Hegins, Pa.; R. W. Utley, cashier, 
National Bank of Ford City, Pa.; W. C. Smith, secretary and treasurer, Apollo (Pa.) Trust Co. 
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Before the dinner began. Prof. Jones, the radio speaker, is fifth from right in the middle row. G. S. B. football parties were held in 
Pittsburgh in 1936 and 1937. Everyone welcomed the custom’s revival after a year’s lapse 


Above, B. H. Moore, assistant vice-president, Allegheny 
Trust Co., Pittsburgh, and F. C. Irvine, cashier, First 
National Bank in Tarentum, Pa. 


Above, right, the giant stadium of the University of 
Pittsburgh. The photo was taken when 75,867 attended 
Fordham-Pittsburgh game 


Right, main control room of KDKA, the Westinghouse 
station which broadcast the party program, including 
an introductory talk on the Graduate School of Banking 
by Ralph L. Thomas, chairman of the party committee 
and assistant cashier, First National Bank at Pittsburgh 
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RECORDAK 
TREAMLINES 
BANK WORK , 


Bank Model Recordak. Rental $25 
per month. For speeding up the 
transit operations and for photo- 
graphing paid checks for the pro- 
tection of banks and depositors. 


Recordak Junior. Rental $12.50 
per month. For smaller banks, and 
special departments of large banks 
(tellers’ ie safe deposit vaults, 


trust and filing departments, etc.). 


Reversible Recordak. Rental $30 
per month. Photographs both sides 
of checks and larger bank forms at 
a single operation—and does this at 
lightning speed. 


Commercial Recordak. Rental $30 
per month. For photographing all 
bank forms. Widely used for the 
Recordak system of single posting 
and other specialized applications. 


ECORDING as many as 140 checks a min- 

ute photographically—which, of course, 

means completely and accurately—Recordak 

eliminates much tiresome, time-consuming 

routine... gives the bank employee time for 

more productive work...makes him more 
valuable to his employers. 

Recordak Systems are so fast and efficient 
that peak loads are readily absorbed, overtime 
is reduced, differences are fewer, and more 
readily located when they do occur. 

Photographing larger bank forms, such as 
customers’ statements, notes, stock certificates, 
correspondence, etc., accurately and com- 
pletely... Recordak makes possible a 98% 
saving in storage space—and filing becomes a 
simpler, faster, pleasanter job. 

And, prime consideration to officers, de- 
positors, and stockholders, Recordak assures 
a permanent record of every transaction in a 
form that is accurate, tamper-proof, extraction- 
and substitution-proof. Recordak machines are 
rented—not sold—no capital outlay is re- 
quired. Recordak Corporation, Subsidiary of 
Eastman Kodak Company, 350 Madison Av- 
enue, New York, N. Y. 


RECORDAK PHOTOGRAPHIC ACCOUNTING SYSTEMS 
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Broaden ‘customer ‘service with Chas 


Latin-American a 


Banking Facilities 


r 
gi 
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re world events have focused the attention of | ; 
t 
manufacturers and merchants throughout the United . 
tl 
States on the possibilities of increasing their trade with st 
Latin-American countries. 
The Chase National Bank maintains branches in sev- 
eral leading cities in the Caribbean area, and long estab- - 
lished relationships with financial institutions in every | : 
trade center in Latin America. The Foreign Department | . 
of the Chase at the head office in New York thus has a : ti 
timely and well-rounded knowledge of business and h 
financial conditions in these countries. it 

The benefits of these facilities and first hand connec- 
tions are available to Chase Correspondent Banks. Equally 0 
valuable services are at their disposal for their banking 
requirements with Old World countries. “ 
d 
he 


THE CHASE NATIONAL BANK : 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation : ul 
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War-Time Bank Life in Britain 


By F. BRADSHAW MAKIN 


Mr. Makwy, a fellow of the Royal Economic Society, writes 
frequently for BANKING. He has been closely associated with 
the banking profession in England. 


E outbreak of war brought to the bankers of Britain 
many difficulties and problems over and above those 
imposed upon them by official decree under the Emer- 

gency Powers Act. In the first place, quite a number of bank 
officers were members of the Territorial Forces, either hold- 
ing commissions or as members of the rank and file. A day or 
two prior to the actual outbreak of hostilities most of these 
men had been called up for service and had actually joined 
their units. The proportion of men who have left their offices 
and are now serving as members of the armed forces cannot 
be given, but in some offices the proportion is considerable. 
It is not unusual to find that out of a staff of, say, ten men, 
three or four have laid down their pens and shouldered a gun. 

The question therefore arises, how have the bank authori- 
ties endeavored to meet the situation? Obviously, additional 
staff must be recruited, but, as banking in Britain is a spe- 
cialized profession, it is quite impossible to fill the gaps by 
engaging ordinary clerical men. Furthermore, there is little 
point in engaging and training a man who may become liable 
for service in the ensuing year or so. The only course open to 
the authorities is similar to that followed during 1914-18, 
and that is to engage additional women employees. A num- 
ber of banks have already intimated to the women who left 
the service on marriage that they are prepared to re-engage 
them for the duration of the war. Quite a few of these ex- 
employees have returned to their jobs, the offer being par- 
ticularly attractive to those whose husbands have joined 
up. As yet it is doubtful whether any men retired on pension 
have been asked if they care to take up temporary duty, but, 
should the war continue for any length of time, the possibil- 
ity may be considered. 


GETTING TO WORK 


THE question of transportation difficulties has not been 
overlooked, as in the vicinity of the large towns where bank 
officers reside in the suburbs, it is not unusual to find many 
who live anywhere from ten to 20 miles from their place of 
business. Hence the problem of travelling to the office each 
day may become serious. The curtailment of train services, 
road conveyances, and the rationing of petrol, all add to the 
difficulties, which shortly will become worse with the reduced 
hours of daylight. To meet the needs of the staffs a scheme 
has been prepared under which personnel may be transferred 
to an office nearer to their place of residence and so avoid 
any lengthy journeys. The scheme is not in active operation 
but is prepared in case of need. 

Bank officers as a body have responded well to the call for 
volunteers to man the emergency defense services, embraced 
under the generic term of Air Raid Precautions (A.R.P.). 
Every bank has some members of the staff carrying out part- 
time duty as air raid wardens, auxiliary firemen, first-aid 
men, gas detection, or as members of the observer corps. 
The men carrying out these duties range through the whole 
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personnel from managers downwards. In one office the 
six male members are all carrying out part-time service 
and, on one occasion, on arrival at their office in the morning 
discovered that they had each been on duty for periods up 
to six hours during the previous night. Though somewhat 
tired they carried out their normal work without any 
further thought. 

The writer, who was called out for service with the Aux- 
iliary Fire Section, found himself busily filling sand-bags, 
digging away in a sand-pit with a squad of men who ob- 
viously were not accustomed to manual work. During a 
stand-by break for “smokes” it was discovered that my two 
immediate colleagues were bank men, one a manager and 
the other a chief accountant. At one action post three of the 
crew manning a fire pump are during the day full-time bank- 
ers, who nevertheless do their night watch at the post two or 
more evenings per week. 


GOOD HUMOR PREVAILS 


ANOTHER case which comes to mind is of the banker act- 
ing as air raid warden, patrolling his section during the hours 
of black-out, and visiting a house to draw attention to the 
inadequate screening of a light. He found to his surprise that 
he had called upon one of the senior inspectors of his bank. 
The resultant invitation to “step inside for a warm drink” 
temporarily postponed the war duties of one volunteer. 
There is considerable leg-pulling and the sharing of amusing 
anecdotes when members meet in the mornings. As cus- 
tomers frequently come in contact with some of the bank 
officers during their periods of volunteer duty, jokes are ex- 
changed when the customers appear in the bank. 

The precautions taken in the office are in keeping with the 
general A.R.P. schemes, each member of the staff being fully 
acquainted with his duty in case an air raid warning is 
sounded. As an example, should a siren sound during the 
hours of business, A and B are responsible for placing cash in 
the safe and C and D for books and securities. E locks the 
door and closes windows, while F escorts any customers to 
the office “funk hole”. Other members all have their tasks, 
such as turning off the gas, bringing out the fire-fighting ap- 
pliances, first aid outfits, etc., so that there can be no panic. 

In most offices members have been trained in some branch 
of A.R.P. work and are fully qualified to deal with any situa- 
tion. In the larger offices with staffs of 50 and upwards, com- 
plete schedules of duty have been drawn up, men taking 
their turn to act as wardens, firemen, decontamination, first 
aid, etc., and considerable amounts have been spent on train- 
ing and equipment. 

All holiday leave was cancelled on the outbreak of war 
and many members recalled. The bank authorities have 
treated their staffs very decently in this matter and have paid 
all out-of-pocket expenses for cancelled rooms, etc. All mem- 
bers of the staff serving with the forces receive their full rate 
of pay less the amount received from the army authorities. 
A further point is that overtime pay, known in banking 
circles as ‘‘tea money”, has been re-instituted and is payable 
when any extra time is worked. 
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Wages and Hours 


By DON E. WARRICK 


Mr. Warrick is secretary of the Indiana Bankers Associ- 
ation. A wage-hours record form suggested by the author will 
be sent to readers of BANKING on request. It is flexible and can 
be used by either small or large institutions. 


E change in the maximum work-week under the so- 
called Federal Wage-Hours Act concentrates attention 
upon the banking problem involved. Up to October 24, 

1939, the maximum hours in any one week could be as many 
as 44. The lowering of that weekly maximum to 42 hours has 
brought new problems, with the further knowledge that 
the standard work-week on October 24, 1940, will become 40 
hours. 

The first question to be decided is whether banks will at- 
tempt to stay within the maximum limit of hours worked, 
or go on an overtime basis at times. There does not seem to 
be much question about the advisability of banks consider- 
ing themselves subject to the law; that is the only safe 
course to pursue. Generally, the minimum wage provisions 
of the Act are not a problem in banks. The recurring and 
sometimes unpredictable peak-load requirements are what 
make the work-hours problem a serious one. 


OVERTIME SHOULD BE PROHIBITED 


THE writer’s point of view is that overtime—the working 
of any employees beyond the maximum hours permitted in 
any one week, without paying overtime—should be strictly 
prohibited. Bank employment universally has been on a 
straight time basis, with no “docking” for time off. In- 
stances are known where employees absent on account of 
illness have been carried on the pay-roll for many months, 
and absences for shorter periods, for a wide variety of rea- 
sons, without deduction from the salary, are common. For 
generations, bank staffs have been granted annual vacations 
with pay—a benefit not enjoyed by employees in many other 
lines of business. 


AN UNUSUAL RELATIONSHIP 


BECAUSE of the nature of the business, its confidential as- 
pects, the absolute requirement of integrity of those en- 
gaged in it, most bank organizations develop and enjoy a 
degree of intimacy of relationship and mutual confidence 
between officers and members of the staff that are not com- 
mon to many other lines of business. Most people who enter 
bank employment, it is believed, prefer to continue the pres- 
ent harmonious and practicable system and atmosphere. 
They would not be so happy if they became hourly work- 
ers, with time clocks, daily time slips, and all the other re- 
quirements and appurtenances of industrial employment. 
The inevitable corollary of the principle of payment for 
overtime is the loss of pay for time absent from work. Surely 
neither bank management nor bank staffs want this. Since 
most emergency absences are caused by illness, a reversal 
of the present humane practice of straight-salary payments 
would injure those least able to afford it. Since, also, it is 
impossible to pick up extra help experienced enough to be 
effective, the employees remaining on the job actually do the 
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work of those absent. It is not so much the banking cor pora- 
tion as the bank employees who close ranks and see that the 
show goes on. The employees themselves are enthusiastically 
willing to do this for their brother employees, for their own 
unfortunate turn may be next. 


PEAKS CAN BE FLATTENED 


IF the fundamental principle of no-overtime is adopted, it 
is up to bank management to use its ingenuity to flatten out 
peaks so effectively that overtime can be avoided. Articles 
in the banking press for some time have discussed ways and 
means of shortening month-end work, for example. Each 
bank must exercise the kind of management that will solve 
these problems for itself. The most difficult, of course, will 
be those caused by the absence of members of the staff be- 
cause of illness or emergency. 

It is well to have all employees fully informed of the sit- 
uation and their cooperation assured. They are equal bene- 
ficiaries with the thing known as the “bank ’’—the corporate 
entity—and experience proves that, when employees are in- 
vited to cooperate in problems, they invariably respond 
whole-heartedly. 


WORK-HOURS RECORD 


THE question of the kind of work-hours record to keep is 
bothering many bankers. Some have worked out a scheme 
whereby a record by departments is kept, rather than by in- 
dividuals. In one institution with 73 employees, depart- 
mental records numbering eight cover the entire staff—a 
substantial saving in necessary bookkeeping for the wage- 
hours record. 

The schedule followed by this institution is to begin at 
8:30 A.M., with a maximum of 7 hours per day from Monday 
through Friday. With a one hour lunch on those days, that 
means the quitting time must be not later than 4:30 P.M., 
and in order to create the reserve-time to which reference 
has been made, the instruction is given that the quit-work 
time shall be 4:00 P.M. whenever possible. Work begins on 
Saturday at 8:30 A.M.., with the positive objective of quitting 
at 1:30 P.M. This bank closes at 12:00 on Saturdays. The 
schedule described figures a 40 hour week, and if an hour or 
two can be “saved” earlier in the week, a comfortable mar- 
gin of safety is provided. 

At present, no averaging is permitted; each week is a 
separate entity. A light week with a legal holiday in it can- 
not be offset against the preceding or following week when it 
might be desirable to exceed the 40 or 42 hour maximum. 
This situation is inequitable, and for straight-time employees 
has some aspects of absurdity. Banking is not the only busi- 
ness subjected to this legal strait-jacketing, and it is to be 
hoped that amending legislation may come in the not too 
distant future to permit an averaging of work-hours over a 
calendar quarter for straight-salaried permanent employees. 

Meantime, the law in its present form must be respected, 
and unimpaired banking service must be rendered. Banks 
can solve this problem, without loss or impairment of any of 
the essential advantages enjoyed by their staffs. 
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Washington, D.C. 

E census of business which the Census Bureau is to 
inaugurate early in January to cover 1939 is to embrace, 
for the first time, the business of finance companies and 

the general subject of instalment credit. The mere mention 
of instalment credit opens up a very wide field of investiga- 
tion which, naturally, will involve banks, retailers and the 
whole realm of consumer goods distribution and its financing. 
No one will welcome accurate information upon this subject 
any more than the banks of the country, which are becoming 
more and more directly concerned in consumer credit not 
only from a general banking standpoint but also because of 
their increasing direct participation in such business. 

There has been so great a change in the whole course of 
credit relations, all the way from manufacturers to the final 
consumer, in recent years that old conceptions no longer 
hold good. To ascertain what proportion of current con- 
sumption is to be paid for out of future income it is now 
necessary to delve quite deeply into all phases of business. 
Not many years ago, as the history of business goes, con- 
sumer credit was borne almost entirely by the retailer or, 
where wholesalers sold direct to the consumer, by the whole- 
saler as well, although consumer credit among wholesalers 
has always been rather negligible. 


THE SYSTEM GREW RAPIDLY 


WHEN the burden of consumer credit became too heavy for 
the retailer he usually had recourse to his bank, using debts 
due him either in the way of open book accounts or accounts 
evidenced by notes or other documents as collateral for the 
bank loan. This became a more and more common practice 
as the use of instalment paper became more common. As this 
sort of business increased, sales finance companies, organized 
for the special purpose of purchasing or discounting instal- 
ment paper or open debit accounts, were organized. Mer- 
chants had recourse to these companies either for loans based 
upon consumer paper or for the sale, with or without re- 
course, of instalment paper. 

The advent of the automobile and the fact that around 
60 per cent of the sales of all cars, new and used, are on an 
instalment basis involving somewhere between two and 
three billion dollars in instalment indebtedness outstanding 
at all times, have given a tremendous impetus to this busi- 
ness. The system has been applied with equal success and 
widening scope to sales of mechanical refrigerators, radios, 
farm implements, higher priced clothing such as fur coats, 
vacuum cleaners, sewing machines—in short, to the dis- 
tribution of all sorts of products whose initial cost runs 
above a few dollars. 

In nearly all of this business the retailer makes the sale, 
receives the evidence of indebtedness and sells the latter toa 
finance company, which in some of the larger manufacturing 
concerns has been organized by them for the financing of 
their own dealers in this manner. So large has this business 
become and so difficult has it been for banks to find profitable 
outlets for their funds that banks have entered this business 
either in the way of purchasing instalment paper or, to an 
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Instalment Credit Census 


By GEORGE E. ANDERSON 


increasing degree, by dealing directly with the consumer and 
financing his purchases by advancing the money for him on 
an instalment-repayment basis. 

Automobile loans have always led in this business of the 
banks but they are far from being the only item. Some banks, 
including several of the largest in the country, are following 
the policy of making instalment-repayment loans direct to 
consumers for the purchase of all sorts of household equip- 
ment and appliances. In many cities public utility companies 
have permanent arrangements with their banks to take over 
instalment paper which covers the purchase of electric or gas 
appliances they sell to stimulate the use of their services. 


INFORMATION OF VITAL IMPORTANCE 


TOTAL purchases on credit, including instalment sales, run 
into many billions of dollars annually and have come to be 
one of the special characteristics of distribution in this 
country. It has a bearing upon not only current business but 
also upon “business cycles” or the recurrence of upward and 
downward movements of business indices. 

In these circumstances it is important that the business 
men of the country, especially those who have to do with the 
granting of credit of all sorts, shall have accurate information 
as to the volume, nature and trends of consumer credit in 
general and certain aspects of it in particular. In the com- 
plicated situation which current practices present it is im- 
possible to get any accurate idea of consumer indebtedness 
without going into all phases of the subject. The new census 
proposes to inquire into the volume of retail business done 
on credit during 1939 on both open account and instalment 
plans, including balances outstanding on the books of re- 
tailers at the beginning and at the end of the year, indicating 
respectively open account and instalment business. Finance 
companies will be asked to report their purchases of con- 
sumer paper and the amounts outstanding at the beginning 
and end of the year. The same information is to be asked of 
banks in some method yet to be determined but possibly 
with the cooperation of supervisory authorities. 


WHAT THE CENSUS WILL COVER 


PLANS for this review of the consumer credit situation do 
not include any attempt to obtain information as to instal- 
ment indebtedness on homes, personal loans repayable on 
the instalment plan or the modernization and repair loans 
insured by the Federal Housing Administration, although 
some of the latter, particularly loans for the installation of 
heating, lighting or other equipment, clearly come within the 
scope of any review which is to cover merchandise in con- 
sumption which is still to be paid for out of future income. 
Many finance companies have been organized for the express 
purpose of handling this F.H.A. business. There are a num- 
ber of Government lending agencies which also might well 
be brought into the picture, including some operations of the 
Rural Electrification Administration, the Farm Security 
Administration and various minor concerns. Some of the 
business done by these organizations is financed through 
local banks and can be brought into review in that manner. 


51 


| q 
| 
| ‘ 
n 
it 
t 
S 
d 
h 
re 
ll 
e- 
t- 
e- 
te 
n- 
nd 
is 
in- 
rt- 
—a 
ge- 
at 
ay 
at 
nce 
ork 
on 
ing 
he 
ror 
ar- 
is a 
an- 
it 
um. 
yees 
o be 
too 
yer a 
yees. 
ted, 
anks 
y of 
ING | 
|_| 


Revising Public 
Education Talks 
A.B.A. Group Plans 


Broad Program 


The Public Relations Coun- 
cil of the American Bankers 


Association is working on a | 
long range program that can be | 
used by banks and state asso- | 


ciations as a guide in organ- 
izing and carrying out their 
own public relations activities. 


Chairman Samuel N. Pick- | 


ard, President of the National 
Manufacturers Bank, Neenah, 
Wisc., and Director William T. 
Wilson of the A.B.A. 
have under way two projects 
that point toward the general 
goal. One is the revision and 
expansion of the Association’s 
repertory of public education 
talks. Students of the Graduate 
School of Banking are helping 
in this task. 

The second project is re- 
search along customer relations 
lines with the view of preparing 
the most useful booklet or 
series of booklets for Associa- 
tion members. Bankers are be- 
ing asked for expressions of 
opinion on the matter of pre- 
paring a manual that would 
cover the merchandising of 
bank services. 


Handbook Is Guide 
To Bank Efficiency 


The National Bank Division 
of the American Bankers Asso- 
ciation has prepared a “‘ Bank 
Survey Handbook.” 

This booklet of about 80 
pages is intended as a guide by 
which the efficiency of many 
detailed operations can be 
checked. It is designed to help 
a bank survey its operating 
practices and policies with a 
view to determining their econ- 
omy and efficiency. 

The first section is a detailed 
questionnaire, prepared as an 
aid in ferreting out unsuited 
practices, duplication of effort, 
and wasteful methods gener- 
ally. The remainder consists of 
practical suggestions for reduc- 
ing expenses and a discussion of 
budgetary control and the 
proper use of various banking 
reports and statistics. 
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Ohio, Oregon and Virginia. 


for discussion. 
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An Important Project 


Under the leadership of President Hanes, this year will see 
important progress by American banks in perfecting their 
internal management and services to business and the public. 

“Know Your Bank” is a phrase filled with new meaning, and 
members of the Association and readers of BANKING will hear it 
frequently and significantly during the coming months. One 
thing that BANKING will do to keep you informed about the pro- 
gram will be to publish regularly, from January through the 
year, valuable money-saving, stimulating material on standard 
forms. It will be an unusually complete job, we feel sure, and 
something a bank cannot afford to overlook. Publication will be 
synchronized with the Bank Management Commission’s broad 
study of standard forms on a nationwide scale. 

The Legal Department of the American Bankers Association 
and a great many states and other groups have produced data of 
immense value on this subject during recent years. Among the 
state groups that have done this are California, District of 
| Columbia, Georgia, Illinois, Indiana, Iowa, North Dakota, 
staff, | 

While we hope to draw on all of this material in the course of 
the year, the material produced by a committee of the Virginia 
Bankers Association, under Louis W. Bishop, chairman of the 
Committee on Accounting Systems and Forms, is of a nature 
that will serve very well as a nucleus. Consequently we expect 
to reproduce various parts of the excellent Virginia study from 
month to month to keep the subject open and serve as a basis 


Bankers Will See 
““Money at Work” 


An educational version of 
the motion picture, ‘‘ Money at 
Work,” produced under the 
direction of William R. Kuhns, 
editor of BANKING, will be 
shown at the Association’s 
Richmond conference. 

The theme of the picture is 
the relationship between banks 
and the news gathering indus- 
try. The film is intended for 
school assemblies, classrooms 
and other groups, supplemented 
by brief background talks on 
banking. 


150 A.I.B. Teachers 


Meet in Cleveland 


Approximately 150 instruc- 
tors from 44 chapters and study 
groups in the east-central sec- 
tion attended the fourth re- 
gional faculty conference of the 
American Institute of Banking 
at Cleveland, Oct. 28. 

Dr. Harold Stonier, Educa- 
tional Director of the Institute 
and Executive Manager of the 
American Bankers Association, 
addressed a luncheon confer- 
ence presided over by John L. 
Barnes, assistant trust officer 
of the Huntington National 
Bank, Columbus, Ohio. 


A.B.A. Member 
Drive Under Way 


Advantages Stressed 
In Broad Canvass 


An active campaign for in- 
creasing the membership of the 
American Bankers Association 
is being mapped out by Dunlap 
C. Clark, president of the 
American National Bank, Kal- 
amazoo, Mich., who is chair- 
man of the Association’s mem- 
bership committee. 

The advantages of joining 
the A.B.A. family are to be 
pointed out in letters to all non- 
member banking institutions. 
In addition, bankers represent- 
ing the committee and the As- 
sociation will call personally on 
as many nonmembers as pos- 
sible. 

Effective Nov. 1, the com- 
mittee made available an ar- 
rangement whereby payment 
of a half-year’s dues will entitle 
a bank to membership until 
the beginning of the next As- 
sociation year, or September 
1, 1940. 

A meeting of several mem- 
bers of Mr. Clark’s committee 
was held in Chicago soon after 
his appointment to the chair- 
manship. 


Public Has Part | 
In A.B.A.Meeting 


Depositors Asked to 
Richmond Session 


A public meeting is to close 
the American Bankers Associa- 
tion regional conference at 
Richmond, Va., December 7 
and 8. 

Scheduled for the evening of 
the second day, this gathering 
of Richmond bank depositors 
will combine a program of 
speaking and entertainment. 
Robert M. Hanes, President of 
the Association, is to preside. 

William A. Irwin, Associate 
Educational Director, Amer- 
ican Institute of Banking, will 
talk on ““The American Way”, 
and Miss Jessica Dragonette, 
soprano, will sing. 

The meeting, similar to 
gatherings held in various parts 
of the country during the last 
couple of years, takes place in 
The Mosque, Richmond. 

More than 1,000 bankers 
from 13 eastern and southern 
states and the District of Col- 
umbia are expected to attend 
the conference. 

Business sessions of the con- 
ference, which provides a pro- 
gram of forum discussions on 
the theme ‘‘ Banking’s Part in 
Business Development”, will 
be in the Hotel John Marshall, 
conference headquarters. Five 
of these meetings for bankers 
are scheduled. The list of 
speakers and topics was re- 
ported in BANKING for No- 
vember. 

This is the first of three re- 
gional conferences arranged by 
President Hanes for the cur- 
rent Association year. The 
others will be held in Denver 
and New York. 


Educational Displays 
At Richmond 


Educational displays deal- 
ing with practical banking 
operations will be shown at 
the Richmond conference. 
Exhibitors include makers 
of business machines, ware- 
housing companies and serv- 
ice organizations. 


BANKING 
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THE MORRIS PLAN INSURANCE SOCIETY 


420 Lexington Avenue, New York, N. Y. 


Please mail without obligation, oldest and largest underwriter of 
a copy of your booklet, ‘‘increas- Personal Loan Insurance may 
ING PROFITS FROM PERSONAL help us make our Personal Loan 
LOANS.’’ Your experience as the Department more profitable. 


Name and Title 
Name of Bank 


Address 
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See the Man with 
“KNOW-HOW” 


@ You have probably often said, “I like to meet a man 
with solid ideas—something I can buck against and 
learn from!” 


We'd like to introduce such a man who has two quali- 
fications valuable to you—and one is as important as the 
other. First, he knows all about putting ink on paper to 
make your checks, letterheads, statement sheets and all 
other bank forms. Second, he has dealt with many banks 
and knows bank problems. (It is these two fields of 
knowledge which combine to produce Planned Bank 
Stationery*.) He and his firm are thoroughly familiar with 
the constantly improved methods of applying stationery 
forms to bank operation—new ideas that you may be able 
to turn to good account in your own bank. 

Have a chat with this man next time he comes in. He is 
a representative of a member house of this Institute. He’ll 


gladly answer the questions you ask about your own 
bank’s stationery. 


*SEND FOR BOOKLET, “JUST GIVE ME ONE GOOD IDEA!” 


THE INSTITUTE or 
BANK STATIONERS 


51 EAST 42ND STREET, NEW YORK 
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Public Opinion on Trust Service 
To Be Surveye 


A national public-opinion 
survey about trust service will 
soon be started by the Trust 
Division, President Roland E. 
Clark announced after a meet- 
ing in New York of the Divi- 
sion’s Committee on Trust 
Information, which has charge 
of this project. 

The survey will be made by 
Elmo Roper, a specialist in 
sampling public opinion. The 
cost has been defrayed by sub- 
scriptions of Division members 
in all parts of the country. The 
survey will be exclusively by 
personal interviews in the mid- 
dle and upper income levels, 
and in groups that influence 
public opinion. It will include 
cities of varying sizes. 

“The purpose of this proj- 
ect,” President Clark stated, 
“is to find out accurately by 
frank answers what the public 
thinks, what it knows, and 
what it doesn’t know about 
trust service. We believe that 
the information to be obtained 
will prove most helpful in 
public relations work and will 
constitute a genuine contribu- 
tion to the future welfare of all 
trust institutions.” 

President Clark paid tribute 
to Samuel C. Waugh, executive 
vice-president and trust of- 
ficer of the First Trust Com- 


d By Trust Division 


pany, Lincoln, Neb., for his 
aggressive advocacy of this 
survey when he was Division 
President last year, and to 
Gwilym A. Price, vice-pres- 
ident in charge of trusts, 
Peoples-Pittsburgh Trust Com- 
pany, chairman, and his com- 
mittee for the work they have 
done in making this project 
possible. 

The survey is being directed 
by the following men under Mr. 
Price’s chairmanship: Henry 
W. Carlisle, publicity manager, 
Guaranty Trust Company of 
New York; Clyde H. Doolittle, 
trust officer, lowa-Des Moines 
National Bank & Trust Com- 
pany, Des Moines; Ralph M. 
Eastman, vice-president, State 
Street Trust Company, Bos- 
ton; A. Key Foster, assistant 
vice-president and assistant 
trust officer, Birmingham Trust 
and Savings Company; Wil- 
liam H. Neal, vice-president, 
Wachovia Bank & Trust Com- 
pany, Winston-Salem, N. C.; 
Harve H. Page, second vice- 
president, The Northern Trust 
Company, Chicago; Towner 
Phelan, assistant vice-presi- 
dent, St. Louis Union Trust 
Company; Craig R. Smith, 
assistant vice-president, Cen- 
tral Hanover Bank and Trust 
Company, New York. 


Richmond 
Here’s the railroad station in Richmond, Virginia, the city 
that is host to the American Bankers Association regional 
conference December 7-8 
To Make Survey 


of Banking Hours 


A committee of the Bank 
Management Association, 
American Bankers Association, 
is preparing to make a survey 
among clearinghouses on the 
question of banking hours, 
weekly half-holidays, Saturday 
closings, etc., with a view to 
working out a more uniform 
method of regulating employ- 
ees’ hours to conform to the 
requirements of the Wages and 
Hours Act. 

Robert H. Myers, vice-presi- 
dent, Merchants National 
Bank, Muncie, Ind., is chair- 
man of the committee. 


CONVENTIONS 


American Bankers Association 


3-5 
5-7 


June Iowa 


June 


Ohio Banks Study 
Consumer Credit 


More than 200 Ohio bankers 
met in Columbus Nov. 16 to 
study the progress made in the 
state toward extending cheaper 
and easier credit to small bor- 
rowers by personal or consumer 
credit loans from banks. 

The meeting, under the aus- 
pices of the Ohio Bankers Asso- 
ciation, was one of the first in 
the country to be devoted ex- 
clusively to the subject of 
consumer credit. 

Several hundred banks in 
Ohio are now operating small 
loan departments and _ the 
bankers exchanged ideas. 


Minnesota, Minneapolis 

District of Columbia, The Homestead, Hot Springs, 
Virginia 

West Virginia, Green Brier Hotel, White Sulphur 
Springs 

Wisconsin 

North Dakota, Minot 


Dec. 7-8 Regional Conference, The John Marshall, Rich- 


5-9 
mond, Virginia 


June 68 


June 11-12 
June 14-15 


June 


1940 
Feb. 13-15 


Mar. 


Mid-Winter Trust Conference, 
Hotel, New York City 

Regional Conference, Waldorf-Astoria Hotel, New 
York City 

Regional Conference, Denver, Colorado 

Annual Meeting, Executive Council, The Home- 
stead, Hot Springs, Virginia 

American Institute of Banking, Statler Hotel, 
Boston, Massachusetts 

Annual Convention, Atlantic City, New Jersey 


Waldorf-Astoria 
6-8 


Mar. 21-22 
Apr. 21-24 


June 3-7 
Sept. 22-26 


Other Organizations 


3-5 Texas Association of Finance Companies, Fort 
Worth, Texas 

Annual Convention, National Industrial Council, 
Waldorf-Astoria, New York City 

Annual Convention, National Association of Manu- 
facturers and Congress of American Industry, 
Waldorf-Astoria, New York City 


45 
6-8 


State Associations 1940 


Jan. 17-19 Missouri Bankers University Conference, University 
of Missouri, Columbia, Missouri 

Sixth International Heating and Ventilating Expo- 
sition, Cleveland, Ohio 

Louisiana Bankers Conference, Louisiana State 
University, Baton Rouge 

Indiana Banking Conference, Indiana University, 
Bloomington 

Eighth Eastern Regional Conference, National 
Association of Bank Auditors and Comptrollers, 
Emerson Hotel, Baltimore, Maryland 

National Association of Mutual Savings Banks, 
Statler Hotel, Boston, Massachusetts 

Regional Conference, National Association of Bank 
Auditors and Comptrollers, Minneapolis, Minnesota 


Connecticut, Midyear Banquet, Hotel Taft, New 
Haven 

Florida, Palm Beach Biltmore Hotel, Palm Beach 
Oklahoma, Tulsa 

Missouri 

Kansas, Wichita 

Mississippi 

Indiana, Claypool Hotel, Indianapolis 

South Dakota, Watertown 

Maryland, Atlantic City (Tentative) 
Massachusetts, New Ocean House, Swampscott 
New Jersey, Atlantic City 

Virginia, Roanoke 

Illinois, Palmer House, Chicago 


Jan. 22-26 


Jan. 24-26 
Feb. 12-14 


Apr. 18-20 


May 8-10 
May 17-18 
May 28-29 


December 1939 


CUSHING 
Dec. 
1940 
Jan. 25 
Apr. 46 
May 2-3 
May 6-8 
May 8-10 
May 13-15 
May 15-16 
May 15-16 
May 16-17 | 
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METHODS and IDEAS 


This department of BANKING is 
conducted by our Methods and 
Ideas reporter, John J. McCann. 
Further information regarding the 
bank equipment mentioned here 
may be obtained from the office of 
BANKING, 22 East 40th Street, 
New York City 


Display Co-op 


Trust Company (Columbus, Ohio) 

is among the increasing number of 
banks that offer free window display 
space to local business organizations. 
Going a step further with its program, 
the bank also invites public attention to 
the windows in weekly newspaper ads. 
In the upper left corner, set in the 
border, each ad carries a picture of the 
window with the caption: “Watch our 
Broad Street Window”. 


Ts City NATIONAL BANK AND 


Questions Explained 


EVERY LOAN OFFICER senses the un- 
easiness of the average applicant when 
simple routine questions are put to him 
regarding a loan. In misunderstand- 
ing the purpose of these questions, the 
applicant very frequently harbors the 
notion that the officer is prying into 
personal affairs, or else is being idly 
curious. It creates a situation that 
often discourages the borrower from 
repeating his first experience. 

It seems to be the concensus of opin- 
ion that anything which would eliminate 
this feeling or attitude is definitely 
worthwhile. The First National Bank of 


A MUTUAL SAVINGS AND HOME FINANCING 


MONTGOMERY 
BANKERS 


MEMBERS 


‘es 


ANNUAL 
AWARD 
+100 


COUNTY 


ASSOCIATION 


ANNUAL 
SCHOLARSHIP 
15 


The public relations committee of the Montgomery County (Pennsylvania) 
Bankers Association recently tried a novel idea that worked smoothly and well— 
an exhibit at the county fair. Bankers representing various sections of the 
county were in the booth daily for a week to welcome visitors, distribute booklets, 

and explain the activities of the association, especially its educational work 


Birmingham, Alabama, tackles the 
problem one way, with a series of news- 
paper ads captioned “‘Why Does Your 
Banker Ask?” Each ad explains the 
purpose behind one of six routine 
questions. Copy acknowledges the fact 
that these questions may seem unneces- 
sary to the applicant, but then goes on 
to point out specifically how each 
question actually helps both the bor- 
rower and the bank to arrive at an 
understanding on the loan. 


INSTITUTION 


Other banks have approached this 
problem from different angles. Some 
have listed a set of routine questions on 
the application blank with instructions 
that the borrower should come pre- 
pared to answer them. Other banks 
have prepared such questions in leaflet 
form, given to the borrower with his 
application. These banks have reported 
a much more favorable attitude toward 
questioning on the part of the applicant. 


New Low Rate 


Tuts Manufacturers Trust Com- 
pany (New York City) announced a 
change of policy on personal loans. 
Loans from $60 to $3,500, with or with- 
out co-makers, are now made at a dis- 
count rate as low as 31% per cent per 
annum, repayable in 12 = 15 monthly 
instalments. There is no charge for in- 
vestigation or other service fees of any 
kind, with the exception of the required 
small cost of insurance. Borrowers are 
permitted to extend instalments up to 
15 months, with a slight increase of 
discount rate, but proportionately lower 
monthly repayments. A special con- 
sideration is also given to executives 

(CONTINUED ON PAGE 58) 
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A show window that stopped passers-by. 
The theme was thrift 
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HOW CONSERVATIVE ARE BANKERS ? 


Banxers are traditionally conservative — i.e., “dis- 
posed to maintain existing institutions, moderate, cau- 
tious.” For which fact, thinking citizens in every walk 
of life are thankful. 

But wasteful or inefficient figure-work procedure 
should not be a part of an “existing institution.” For 
which fact, we are thankful! 


The New COMPTOMETER BANK PROOF UNIT 


was built especially for banking use, and applies tradi- 
tional “Comptometer economy” to modern banking 
procedure. Specifically, substantial savings in time and 
money result from: 


GREATER SPEED achieved without sacrifice of accuracy. 
SIMPLIFIED ROUTINE, elimination of costly waste motion. 
COMPELLED OPERATING ACCURACY* 


In the bookkeeping department, the Comptometer 
proof plan actually proves the accuracy of each indi- 
vidual posting — spotting errors immediately. By this 
plan it is not necessary to complete the entire posting 
routine before “posting errors” are discovered. It *COMPTOMETER ACCURACY is 
proves that the correct accounts were handled; that pore oad oe a 
old balances were picked up accurately; and that in- bled or incomplete key strokes) 
and by other exclusive Comptom- 
dividual debits and credits were posted correctly. 


eter accuracy-safeguards. 


Our representative in your community is prepared 
to demonstrate — intelligently, and in your office on 
your work — the full significance of this newest Compt- 
ometer unit. Telephone your Comptometer office . . . 
or, if you prefer, write direct to Felt & Tarrant Mfg. 
Co., 1711 North Paulina Street, Chicago, Illinois. 


COMPTOMETER 
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METHODS—Continued 


under the bank’s “executive loan plan,” 
requiring no co-makers or collateral, 
and at an extremely low rate. 


The Econo-way 


NINE OUT OF TEN commercial prod- 
ucts base consumer appeal on economy 
if there is a penny or more in their favor 
over competitive brands. More recently 
instead of merely using the economy 
motive as an ad appeal, numerous 
commercial companies are encouraging 
the consumer to accumulate the savings 
made possible by their product. Latest 


large scale distributor of savings de- 
vices is the Borden Company (dairy 
products). For the asking, route men 
deliver the “‘econo-way” savings bank 
with the morning milk. This emphasis 
on thrift and the encouragement to save 
is appreciated by savings institutions, 
many of which already report new de- 
posits and accounts as a result. 


Attention Value 


WHEN A WINDOW DISPLAY stops at- 
tention for two months at a stretch, 
clocking 471 people in a single hour, 31 
people at the highest point, it has “‘it”’. 
This is the record reported for a recent 


Ask the Lumbermens agent about the advantages he can offer on your 
Bankers’ Blanket Bonds. Here are some of the features he will cite: 


1. The protection of a strong, highly 
liquid mutual company. 

2. An unsurpassed investigation 
service and a corps of experienced 
claim representatives located from 
coast-to-coast. 

3. Standard forms that have been 


aly 


approved by the American Bankers 
Association. 


4. The substantial dividends which 
have been returned to policyholders 
each year. (The rate now being 
paid on Bankers’ Blanket Bonds 
amounts to 25% of the premium.) 


Investigate this opportunity to save with safety on your 
Bankers’ Blanket Bonds and on your automobile, compensa- 
tion, boiler and other forms of casualty insurance. Ask the 
agent near you for complete information or write to the 


company for details. 


A brochure containing complete information on the financial 
strength, the history and standing of the Lumbermens Mutual 
Casualty Company and its associated companies has just been 
published. Copies upon request. Ask for the Bankers’ Brochure. 


LUMBERMENS MUTUAL 


CASUALTY 


COMPANY 


James S. Kemper, President 
MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 
Operating in New York as (American) Lumbermens Mutual Casualty Company of Illinois 
Save with Safety in the “World’s Greatest Automobile Mutual” 
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window of the First Federal Savings 
and Loan Association of Chicago. The 
display consisted of a large backdrop on 
which were pasted front pages of his- 
toric headline issues of the Chicago 
Tribune, including issues announcing 
Dewey’s victory at Manila, the Armis- 
tice, Lindbergh’s flight and the death of 
Mayor Cermak. 

To tie in the thrift services of the 
association, side panels and space below 
the papers were used to illustrate what 
savings progress would have been made 
by an individual who had started 
saving a dollar weekly at the date of 
the oldest paper and had continued to 
the present time. Large tinted photo- 
graphs on the side panels enhanced the 
attention value of the central back- 
ground and added life and interest. 

On the floor in the foreground, small 
savings banks were arranged to spell 
the word “save’’, while two small 
liners urged the passer-by to drop in and 
begin his program. In a short while the 
supply of dime banks was exhausted by 
requests, and numerous accounts were 
opened. 


Anniversaries 


THIS DEPARTMENT has kept close tabs 
on methods and ideas of celebrating 
bank anniversaries. It is an interesting 
subject studied from the sidelines. Most 
often, it seems, banks mark the occasion 
with the publication of elaborate his- 


FIRSTS (Page 62) 


One of a series of interesting booklets 
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tories and brochures, institutional news- 
paper campaigns, lobby exhibits and 
other means of attracting attention. No 
fault can be found in this, of course. 
Yet, small institutions, which perhaps 
cannot afford elaborate ceremonies or 
commemorative pieces, do an interest- 
ing job and, more often than not, turn 
the celebration into a real public affair. 

Take for example the recent golden 
anniversary of the Pierre National 
Bank, Pierre, South Dakota. Local 
folks were given free theatre tickets to 
celebrate at the matinee, and in the 
evening were invited to special enter- 
tainment and a dance sponsored by the 
bank. This is typical of what is being 
done in small communities and the 
turn-out certainly indicates whole- 
hearted approval and support. 


Farm Aid 


AWARE OF THE PLIGHT OF COTTON as a 
source of farm income the Alabama 
Bankers Association has embarked 
upon an extensive, long-range program 
to fill the gap with productive livestock 
raising and other profitable farm activi- 
ties. At its Fall convention, the associa- 
tion adopted a five-point resolution 
which embraces the distribution of fowl, 
pigs, cows, beef cattle and the conver- 
sion of waste and uncultivated lands 
into pastures for livestock. 

The committee on agriculture, now 
active on this project is divided into 
ten groups covering the entire state. 

Key activity of the program is to be 
demonstration farms in each of Ala- 
bama’s 67 counties. A farm which shows 
an income below its possibilities will be 
selected by a local banker who, with the 


assistance of the county agent and | 


farmer, will manage the farm for one 
full season. Then reports on production 
and income will be made to the com- 


mittee. An award is planned for the | 
farmer showing the best increase in the 


state-wide plan. This project is intended 


to illustrate the advantages of efficient | 


farm management, and the wise em- 
ployment of bank credit, to all farmers 
in the area. 

Though the association does not 
hope to show appreciable results of the 


campaign within less than two years, it | 
believes that progress will be noted | 


first in making Alabama farmers more 


WHAT DO YOU WANT TO KNOW? 


The “Ask BANKING” department 
now pays $5 each month for the best 
question submitted and answered in 
BANKING and $2 for every other ques- 
tion submitted to the department and 
published. Other questions will be 
answered by mail. 
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self-supporting, later as a factor in 
creating new exports for the State. 


Approach to Personal Loans 


Tue Bayside NATIONAL BANK (Bay- 
side, Queens, New York City) directs 
its personal loan story to a likely group 
of prospects—checking account cus- 
tomers—by means of an attractive 
four-page letter used as a statement 
enclosure. The letter, on page one, at- 
tempts to forestall any doubt that it is 
difficult to obtain a loan. It mentions 
the fact that the customer is known to 
his teller and other employees and 
officers; that he is not considered as an 
account number, but rather as an in- 


dividual. It goes on to say that the loan 
service was primarily instituted for the 
bank’s own customers—an effective 
argument that seldom finds its way into 
this type of promotion. Pages two and 
three explain the types of loans avail- 
able, credit requirements, repayment 
plans, etc. To complete this invitation 
to borrow, and to simplify the first step 
of the transaction, page four contains 
an application blank. Here in a single 
unit is a well merchandised approach to 
new business. 


More Quizzing 


HERE’S STILL ANOTHER stunt that 
suggests a novel way to put life and fun 


1863 


1939 


A Background to Meet 
Today’s Problems 


The accumulated experience of The First 


National Bank of Chicago covers seventy- 


six years. 


During that time the bank has 


seen the nation pass through many business 


cycles, each with its succession of compli- 
cated economic factors. Each of these phases 


in turn has created its own special problems. 


To meet specifically the requirements of 


business, the Divisional Organization of The 
First National Bank was developed in 1905. 
This distinctive feature brings bankers into 


immediate contact with officers who are 


specialists in the requirements of correspon- 


dents. The long and valuable experience of 


the bank thus becomes immediately appli- 
cable to the problems of today. 


The First National 


Bank of Chicago 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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in bank employee meetings. Recently 
the Dime Club of the Dime Savings 
Bank (Brooklyn) staged a quiz program 
in which bank officers were called upon 
to answer questions put to them by 
employees. The meeting was conducted 
after the manner of Clifton Fadiman 
and occasionally the gong rang on the 
“experts”. It was a great success, not 
only because banking subjects were 
discussed freely in this novel way, but 
because the audience took especially 
keen interest. 


Transradio News 


NEWS—HOT OFF THE WIRE—is now 
a special feature at the Nashville Trust 
Company (Nashville, Tennessee). By 
arrangements with its building tenant, 
Station WSIX, a Transradio News 
machine was installed in the bank 
lobby. Depositors liked the idea. Now 
even larger crowds are attracted by a 
large bulletin board set up beside the 
machine, on which are attached news 
strips as they come off the receiver. The 
news service is already widely known 
and has been an excellent source of 
publicity. 


Over-Active Accounts 


MoRE BANKS WERE REPORTED LAST 
MONTH to have instituted a service 
charge as a means of checking excess 
withdrawals on savings accounts. The 
charge applies, bankers say, to only a 
small fraction of the savings accounts 
in any one institution. 

Discussing this development recently, 
John W. Woodburn, treasurer of the 
Cleveland Trust Company, said that 
where savings accounts at that bank 
show an abnormal number of with- 


FARM AID (Page 63) 


A southern bank printed its statements on cotton 


drawals, the depositor is being notified 
that a charge of 10 cents will be made 
for each withdrawal in excess of six in 
any half-year period. The depositor is 
being asked to come in and discuss the 
matter, and, in practically all cases, he 
or she recognizes the fairness of the 
charge and either agrees to pay it or to 
reduce the number of withdrawals 

“Only a very few of our hundreds of 
thousands of savings depositors show a 
misunderstanding of the true function 
of a savings account,” said Mr. Wood- 
burn. “It is generally accepted that a 
savings deposit is for the steady accu- 
mulation of money to meet the needs of 
old age and emergencies or for antici- 
pated future expenditures.” 


135th ANNIVERSARY 


An effective display in the window of the Trenton Trust Company, Trenton, 
New Jersey, showing the first and present building of the organization 


135 YEARS 
OF PROGRESS 
Phe TRENTON BANKING 
COMPANY 


History—not Hysteria 


BAcK IN 1914 the voice of American 
industry was mute on the subject of 
war. Though the fracas seemed serious 
enough from the start, public statement 
of policy was ruled down as either un- 
necessary or unimportant. Today there 
is a significant change of attitude. 
Industry loses no time in openly stating 
its position on the air and in paid news- 
paper space. Every effort is made to 
allay the fear of a recurrence of war 
profiteering at home. While there has 
been no sign of public uneasiness— 
much less hysteria—business knows 
the public is thinking hard. It is particu- 
larly noteworthy that numerous banks 
are joining with business in this growing 
movement to talk down war. Some 
banks have used generous newspaper 
space to treat the subject from an 
institutional angle, others have twisted 
it around to illustrate the soundness of 
banking itself. All this action is obvi- 
ously rooted in the interest of public 
relations. It is a mighty healthy sign. 


Sports A field 


RECENTLY THE AMERICAN TRUST 
Company, South Bend, Indiana, an- 
nounced the opening of its annual Foot- 
ball Savings Club for the 1940 season. 
Members sign up to follow the fighting 
Irish to the Rose Bowl game with the 
University of Southern California team 
in 1940. The trip, as arranged by the 
bank, includes all expenses, with al- 

(CONTINUED ON PAGE 62) 
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For the beauty of your desk... 


Edison presents an 8'4"x 11” miracle 


to expedite your work 


The Laboratories of Thomas 

A. Edison did a beautiful job in designing this enclosed 

Ediphone. It actually takes up less space on your desk than 

a letterhead. It closes completely! Dust is kept out. It’s 
truly beautiful! 

And you'll do a beautiful job using it. This amazing 


Edison Voicewriter brings efficiency to your work as well 


SAY IT TO THE 
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as distinction to your desk. Just lift the receiver and talk 
your work away. Memos, letters, instructions and reports 
clear out of your mind! You can forget them...because the 
Ediphone remembers for you. 

Try this handsome Ediphone on your own desk. No obli- 
gation. Telephone the Ediphone (your city) or write Dept. 
K-12, Thomas A. Edison, Inc., West Orange, N. J. 


Ediphone 


EDISON OICEWRITER 
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METHODS—Continued 


lowances for side trips at interesting 
points and also stopovers. Club classes 
are available in units of $100, the 
member being privileged to take as 
many units as he may need or is able to 
maintain. Deposits of $2 weekly per 
$100 unit completes the club next 
December. Out in South Bend, this 
annual announcement is big news. 
Everybody is football minded, and, to 
be sure, gridiron fans praise the bank 
for its work. 1939 club members were 
on hand to see Notre Dame down the 
Navy at Cleveland. 


Firsts 


NOWADAYS IT’S A HARD Jos to find a 
new and interesting way of expressing 
a claim to distinction in advertising. 
Almost every commercial interest boasts 
a “first” of one kind or other. But the 
Harvard Trust Company of Cambridge 
and Belmont, Mass., hit upon an effec- 
tive plan that has both punch and in- 
terest for local folks, proud of the home 
town and its heritage. To carry off its 
claim to the largest volume and number 
of services of any bank in the vicinity 
without aggressive tactics, the bank 
decided to produce a set of mailing 


A 
nw 


Member Federal Deposit 


Close Contact with the 
Majority of 


Michigan’s Important Industries 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Insurance Corporation 


| 
wae Morning eMail 


from an increasing 
of banks who are getting 
prompt, interested service 


on Atlanta Items 


TON \AI NG 


| ATLANTA 


GEORGIA 


folders. By gathering facts about all 
the industries that were first established 
in Cambridge, dramatizing their stories 
with illustrations and copy, the bank’s 
theme fell naturally in line. On the in- 
side fold, copy explains the early history 
of the local “first” and rounds out the 
story with a brief summary of present 
development. As a by-line to the bank 
signature, the bank’s own claim to a 
“first” appears. There are seven folders 
in the series—all used as statement en- 
closures and for special mailings. 


Personal Loan Analysis 


SINCE INTEREST IN THE PERSONAL 
LOAN field grows apace, it seems par- 
ticularly timely to pass along the results 
of a recent analysis of 10,000 personal 
loans, released by the Cleveland Trust 
Company. Such facts as these are help- 
ful in measuring local markets and in 
directing the right appeal to the right 
group of people: 

Out of each 100 borrowers in the 
total group of 10,000, there were 24 
skilled or unskilled workers; 6 Govern- 
ment, state or municipal employees; 11 
salesmen; 16 office workers; 8 doctors, 
dentists or technicians; 15  self-em- 
ployed persons or proprietors; 4 motor- 
men, conductors or bus drivers; 11 per- 
sons working in a supervisory capacity; 
3 executives and 2 who fell within a 
miscellaneous capacity. 

The purposes of loans as indicated on 
applications are also interesting. No 
less than 52 per cent borrow to con- 
solidate bills and other loans; 9 per 
cent for medical needs; 10 per cent for 
taxes and insurance; 2 per cent for edu- 
cation; 2 per cent for vacations and 
advancement; 4 per cent for furniture 
and clothing; and 6 per cent for miscel- 
laneous reasons. 

The average age of all borrowers is 
39 years and 2 months. The ages that 
occur most frequently are 34, 38, 39, 42 
and 43. 

The average size of a loan granted is 
$308, but in analyzing the 10,000 loans 
it was found that 44 per cent range be- 
tween $100 and $200; 22 per cent from 
$200 to $300; 15 per cent from $300 to 
$400 and 12 per cent for approximately 
$500. The remaining 7 per cent is di- 
vided among loans of $1,000 and over, 
some as high as $5,000 and up. 

As for salary classification of bor- 
rowers—the majority appear within 
the range of $175 to $250 monthly in- 
come, although 3% per cent of all loans 
are granted to the group whose salary 
exceeds $600 monthly. 

These figures give a rather complete 
picture of the average borrower. From 
them it would seem the wisest course to 
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direct loan appeals specifically to each 
of the largest groups of borrowers. This 
course of action will eliminate the 
waste motion that normally handicaps 
progress in a new field. 


Anonymous 


SOMETHING NEW in the way of auto- 
mobile financing promotion is suggested 
in the recently launched campaign by 
Anglo California National Bank, San 
Francisco. Institutional in nature, this 
drive consists of frequent insertions in 
the automobile sections of local papers 
without readers being aware that the 
bank is the actual sponsor. Copy ap- 
pears above the signature of the North- 
ern California Motor Car Dealers 
Association. It urges readers to finance 
cars through their local dealers and to 
count on them for economical service. 
This campaign does its selling job two 
ways—to the public directly and among 
the local dealers who naturally appre- 
ciate the publicity. 


Ad Character 


ADVERTISING RESORTS TO MANY DE- 
VICES to catch public interest, but none 
have been more effective than the so- 
called trade character. The yellow chick, 
the Dutch boy, the beaming colored 
mammy and hundreds of others have 
engraved their products in the public’s 
mind. And now this well tested tech- 
nique is adopted by the Amoskeag 


HANDY 


A convenient monthly calendar card 
issued by the Bowery Savings Bank, 
New York City, with a few important 
dates noted in advance 


NOVEMBER DATE MEMO 
1939 


Wed. Penalty placed on N.Y. C. tax 
Thu. 


. Sat. Football: Army-Notre Dame; N.Y.U.- 
Lafayette; 


Tue. Election Day emia: 
. Thu. Pay Nassau County School taxes. Pen- 
alty starts tomorrow 


FS 


Sat. Armistice Day. Football: Fordbam- 

Indiana; N.Y.U.-Missougi. 
12. Sun. Hockey season opens 
13. Mon. 
15. Wed. 40 days to Christmas 
17. Fri. 
18. Sat. Football: Columbia-Tulane; N.Y.U.- 
Georgetown; Fordbam-St. Mary’ s___ 


20. Mon. 6-Day Bicycle Race Starts 
23. Thu. Thanksgiving Day — 


25. Sat. Football: Columbia-Colgate____ 


Savings Bank of Manchester, New 
Hampshire. A new character is born by 
splitting the bank name—“ Amos Keag”’. 
The current ad series carries the caption 
“Amos Keag Says”. Copy warms to a 
friendly personal message about mort- 
gages, thrift and other savings bank 
services. 


King Cotton 


Tue Propres NATIONAL BANK, of 
Greenville, South Carolina, vowed its 
allegiance to King Cotton in a novel 
way recently. The bank’s condensed 
statement of condition was printed— 
not on paper—but on starched cotton 


cloth. Though thin and somewhat 
transparent, the printing was clean— 
almost as good as paper. This six-page 
French-fold mailing piece carried a 
circular emblem of cotton on the cover, 
along with the formal statement an- 
nouncement and signature. Across the 
two back pages appeared an ac- 
knowledgment to cotton which, in part, 
explained that a substantial share of the 
bank’s resources result directly from 
connections with cotton and the textile 
industries. 


Customer Cultivation 


A NEW APPROACH to this problem— 


Disaster Forestalled 


This expertly conceived non-stop intersection forestalls disaster on 
the road. Likewise, a carefully planned insurance and bonding pro- 
gram forestalls disastrous financial losses to a bank or a business. 


A Standard agent will gladly outline a program of sound coverage 
to fit your own or your customers’ needs. 


Standard of Detroit, strong and experienced, protects against financial 
losses consequent on injury to individuals; automobile accidents; 
robbery and burglary; embezzlement; forgery; and similar hazards. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies...Since 1884 
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METHODS—Continued 


customer cultivation—is set by the 
First National Bank and Trust Com- 
pany, Oklahoma City. Contacts for- 
merly handled by junior and senior 
officers now become the responsibility 
of the bank’s 35 tellers—organized and 
trained as a corps of contact men. The 
plan speeds up activity, covers far more 
ground, and, in many instances, works 
more effectively than formal calls by 
executives. 

Counter men have the edge in this 
type of work. They apply the arts of 
goodwill building not only on the erst- 
while customer who must be sought 
after hours in his own lair, but to all 
daily contacts within the institution. 
They study banking habits of each 
customer, grow to know him personally, 
and sooner or later become familiar 
with his problems. Each man has a 
ready note pad to jot down scraps of 
information gleaned from over-counter 
conversation that may be useful to 
central files, or may be a cue to a prob- 
lem warranting investigation. Each 
man files a daily report with the comp- 
troller. These are collated, edited and 
summarized in a general daily report 
and routed to officers and contact men. 


Thus, squibs of information develop 
into important news, at least for the 
man in the organization who can make 
the most of it. 

Each teller selects several customers 
or prospects for personal calls after 
hours each week. Invariably he is as 
well received as any officer. In many 
cases he uncovers facts which would be 
withheld from an officer of the bank. His 
batting average in winning back an old 
account or selling a new one is unusually 
high. 

Occasionally, the teller may need 
assistance in closing an account. In such 
cases a senior executive assists him. 
Otherwise, all the “leg” work—in fact, 
all preliminary contacts—are handled 
by the corps of tellers. The plan works 
surprisingly well 


Time and Taxes 


CONTRARY TO THE OLD SAW, taxes 
wait for delinquents in Nashville— 
thanks to the good offices of the Nash- 
ville Trust Company By special ar- 
rangement with authorities—and if the 
taxpayer is agreeable—delinquent taxes 
may be paid in weekly or monthly in- 
stalments in the bank’s “tax club”. It 
operates simply, smoothly. The “back 
tax collector” hands the taxpayer a 


SERVING AMERICAN BANKS 


IN 29 COUNTIRUES 


Complete correspondent services available to 


American banks through an extensive branch 
system in Canada, Latin America and Overseas. 


Over 600 branches in Canada and Newfoundland; 44 branches 
in Cuba, Puerto Rico, Dominican Republic, Haiti, British 
and French West Indies and 21 branches in Central and 
South America. Also in London and Paris. Enquiries invited. 


THE ROYAL BANK 
OF CANADA 


HEAD OFFICE, MONTREAL 


ASSETS OVER $900,000,000 


New York Agency, 68 William Street 


“tax club” card directing him to the 
bank, where he signs an agreement to 
accumulate the money due within a 
specified period. Passbooks are issued; 
the deposits are accepted at the Christ- 
mas Club window; and the accounts are 
handled on the regular books. Without 
any promotion on the bank’s part, 
some 2,000 individuals are now en- 
rolled. This is a helpful community 
service that creates goodwill and earns 
its own way. 


America’s Santa 


THE OUTPOURING OF CHRISTMAS CLUB 
FUNDS in practically every banking 
community of the nation at this time 
each year is as much a part of the Yule- 
tide scene as tinsel and holly. While a 
number of states report impressive 
records on club deposits and enrol- 
ments—all indicating an increase over 
last year’s figure—it is expected that 
New York State will again lead the 
field by a wide margin. As for individual 
bank records, Bank of America on the 
West Coast reaches out for an all- 
time national high record. On December 
1 some 215,000 club members will re- 
ceive 14 million dollars through branches 
in 307 California communities. This 
figure is 16 per cent higher than 1938 
records. 

Taken by and large, Christmas Club 
activities are America’s real Santa. 
And the public knows it. The Methods 
and Ideas Department has consistently 
followed the club activities in a large 
number of banks, gathered facts and 
statistics on operations, management 
and promotion. These files are open to 
any reader interested in stimulating 
club activity this season. 


Community Boost 


THOSE WHO DIRECT THE POLICY of the 
Lafayette National Bank of Brooklyn 
believe that a bank’s responsibility to 
its community doesn’t end with ag- 
gressive banking cooperation, but that 
it should include also the valid promo- 
tion of that community’s industrial and 
retail activities. 

Newspaper advertising is one of the 
methods used by the Lafayette Na- 
tional to carry out its self-imposed 
obligation. A “Buy It in Brooklyn” 
movement, supported by a campaign of 
newspaper copy in favor of local busi- 
ness, won the hearty approval of the 
chamber of commerce and boards of 
trade throughout the borough. In addi- 
tion, several prominent Brooklyn busi- 
ness men wrote the bank expressions of 
appreciation for what it had done. 
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AN analysis of the letterheads of 
100 different banks (large, small, 
city, country, commercial, trust, etc.) 
shows that a variety of information 
about an institution may be included 
on its stationery. The accompanying 
outline lists 17 different items found on 
the samples at hand. 


100 BANK LETTERHEADS 
No. of No. of 
letterheads letterheads 
which which 
included omitted 
Locational Information 
Street and number 
City, or city and state 
Branch offices (one or more) il 
Cable address 10 
Telephone number 5 
Post office box number 1 
Advertising *‘Copy” 
Trademarks, monograms, 
pictures, etc. 
Slogans, mottoes, etc. 
Watermarks of monograms, 
seals, etc. 
Personnel 
Names of officers 
Department, or name and 
department of writer 
Factual Data 
Date of founding, chartering 
or incorporation 
Charter number 
Financial information 
(Capital, resources, trust 
funds, etc.) 
Affiliations 
Federal Reserve 
Other memberships 
F.D.1.C. 
F.A.A. 
Clearinghouse 
Morris plan 
Miscellaneous 
U. S. Depository 


32 
All 


42 
13 


Obviously, an over-crowded heading 
defeats its own purpose by confusing 
and distracting the reader, creating the 
same effect as looking into a store win- 
dow over-full of merchandise. There is 
much to be said for the simplicity and 
artistic effect of a heading that gives 
only the name and address of a bank. 
However, from an advertising stand- 
point, it may seem advisable to convey 
to the prospective customer as much 
data about the bank as possible. 

The “Locational Data” item is 
self-explanatory. With more or less 
detail, it enables the reader to get in 
touch with or locate the bank and its 
branches. A cable address is usually 
included only by larger banks doing a 
foreign business. 

Slogans, insignia, etc., are the most 
popular and important items in a 
heading. Especially if a slogan is widely 
used in advertising copy, it tends to 
make an effective tie-up in the mind of 
the reader by acting as a familiar sign- 
post. Water-marking of trademarks, 
initials or names is an unobtrusive 
medium. 

Of the 42 pictorial headings men- 
tioned in the outline, 21 are pictures of 
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Bank Letterheads 


the bank or part of the bank building. 
In a smaller community such a picture 
is practically the same as a street 
address. 

Some letterheads bear no officers’ 
names, or perhaps only one or two. On 
the other hand, one sample includes the 
names of 17. Since some banks, more 
than others, depend for their business 
largely on personal contacts, there is 
ample justification for such a long list. 

The information listed under “Fac- 


tual Data” is intended to emphasize 
the idea of solidarity and soundness 
that comes from age, size, adequate 
resources, in the same way that affilia- 
tion with the Federal Reserve does. 

It might be added here that with only 
a few exceptions, letterheads appear 
engraved on high grade white bond 
(i.e. rag content paper). Bank stationery 
is characterized by its dignity and con- 
servatism. 

IsABELLE M. BENNETT 


Continental 


Illinois 
National Bank 


and Trust Company 


of Chicago 


Where service to correspondent banks has been 


developed through more than half a century 


Member Federal Deposit Insurance Corporation 
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Heard Along MAIN STREET 


This material is compiled for 
BANKING by Albert Journeay 


E Farmers Bank of the State of 
Delaware, with offices in Dover, 
Wilmington and Georgetown, is 

one of America’s most historic institu- 
tions. Established in 1807, it is the 
oldest active bank in Delaware. 

Its president, HENRY RIDGELY, has 
been affiliated with the bank for 39 
years. He is outstanding as a banker, 
lawyer,-educator, farmer and collector 
of early Americana. He is president 
both of the Delaware State, and Kent 
County Bar Associations, and chair- 
man of the State Board of Bar Examin- 
ers. He is president of the State Board 
of Education and trustee of the Uni- 
versity of Delaware. On his farm he 
specializes in peaches and in other fruit 
and grains. 

The RipGEty home in Dover, built 
in 1728, is a noted example of early 
Colonial architecture. Among its fur- 
nishings are many historic pieces. On 
“Dover Day”, when thousands of 
guests visit Dover, Mr. and Mrs. 
RIDGELY open their beautiful estate to 
the public. 

* 

On November 1, The Terminal Na- 
tional Bank of Chicago celebrated its 
tenth anniversary. GAYLORD S. Morse, 


Above, Mr. POTTER with his stallion, Hecla (see page 69) 


president, and former president of the 
Financial Advertisers Association, had 
personally arranged the affair. One of 
the features was an organ playing in the 
concourse of the Daily News Building 
in which the bank is located and 
through which pass thousands of com- 
muters. 

As Mr. Morse stood in the lobby 
greeting friends an unplanned part of 
the program reached his ears. The organ 
had swung into a Neapolitan folk song 
just as an Italian workingman was 
passing. He paused and with Latin 
spontaniety began singing the song of 
his people in a glorious, golden tenor. 


Below, the softball team of the First National Bank of Chicago, champions of 
the Bankers’ Softball League. In three years of playing they have been defeated 
only once 


Before he could be identified the song 
had ended and the singer was swallowed 
in the crowd. 


* 


P. J. ScurrBer, vice-president and 
director of the First National Bank of 
Aberdeen, South Dakota, and manager 
of its Mobridge Branch, and also presi- 
dent, Dewey County Bank of Timber 
Lake, has never missed a hunting 
season since he was old enough to 
handle a gun. He is a keen eyed, steel 
nerved man who has spent much of his 
life out-of-doors. 

In 1930 he was cashier of the Glen- 
cross (S. D.) State Bank and his wife 
was assistant cashier. Both Mr. and 
Mrs. SCHIRBER showed unusual courage 
in foiling an attempted robbery of this 
bank. The fact that the police had been 
tipped off to the plans for the robbery 
did not make the SCHIRBERS’ part less 
hazardous. Mrs. ScHIRBER, faced by 
three armed bandits, coolly went through 
her prearranged part of handing over 
the money and being locked up in the 
vault. 

Then as the robbers were leaving 
Mr. ScurIRBER opened fire from his 
concealed location above the door. His 
fire put an end to one of the robbers, 
and when the other two emerged from 
the bank the sheriff killed one, and 
wounded the other. 

Mr. ScurrBER has played an active 
part in civic affairs. He has been the 
president of the Mobridge Civic Associ- 
ation for two years and treasurer of the 
Rotary Club for five years. Formerly a 
crack baseball player, he still retains 

(CONTINUED ON PAGE 68) 
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Burroughs 


NEW SAVES TIME AND MONEY 


in compiling figures 


LOW-COST 


SOCIAL SECURITY ACT 
PAYROLL 


MACHINE. 


any 


PAYROLL 


Compas, 


Provides 4 Payroll Records in One Writing 
THE P AYROLL Fast electric carriage operation and many other special 
features of this new low-cost Burroughs payroll writing 
machine assure the quick, easy, economical writing of 
EARNINGS RECORD four payroll records in cimiauentins It is one of a long 


line of Burroughs machines that prepare the figures 


FMPLOYEE’S STATEMENT required by the Social Security Act while handling 


any type of payroll work. For a demonstration, or 
Pp AY CHECK for complete information, get in touch with the 
or pay envelope local Burroughs office, or fill in and mail the coupon. 

MAIL THIS COUPON FOR COMPLETE INFORMATION! 


BURROUGHS ADDING MACHINE COMPANY, 6252 SECOND BLVD., DETROIT, MICH. 
0 Send me complete information about the new Burroughs Low-Cost Payroll Machine that writes four records in one operation. 


OI should like to receive your booklet showing various ways to handle payroll records on Burroughs Computing Payroll Machines 
and Burroughs Typewriter Accounting Machines. 


Address 
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YEAR’S END 
1939 


sees a momentous 
year pass into history...the new year to come may bring 
changes no man can now foretell. But sound business 
and sound banking will continue their course in the ser- 
vice of America, contributing their part in the economic 
progress of this country. 


Since 1857, Mercantile-Commerce and its predecessor 
banks, have seen the social, business and international 
picture change with the years. Through wars and inter- 
national disturbances, through good times and bad, this 
bank has continued to render helpful, dependable service 
to customers and correspondents throughout the nation. 


Today, at the close of another year, we pledge depend- 
able service in the future, backed by our complete fa- 
cilities and the experience of eighty-two eventful years. 


MERCANTILE-COMMERCE 


Bank and Trust Company 
SAINT LOUIS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


When your next fire insurance policies are to expire—ask your agent to get 
in touch with us first—the advantages you will receive will convince you 
that a trial will be all in your favor. Descriptive literature mailed on request. 


BERKSHIRE MUTUAL 


FIRE INSURANCE COMPANY « Pittsfield, Massachusetts ¢ Incorporated 1835 
‘‘Over One Hundred Years of Continuous Service’’ 


his interest in the sport and also is a 
golf enthusiast. 


ALBERT S. PUELICHER, president, 
Marshall & Ilsley Bank of Milwaukee, 
and former national President of the 
A.I.B., has for years been actively 
interested in boys’ work. He is now 
president of the Milwaukee Y.M.C.A. 
Mr. PUELICHER has two sons and his 
greatest pleasure comes from the hours 
spent in their company on fishing trips, 
the tennis courts, and along bicycle 
paths. He has an unusual understand- 
ing of and is highly popular with 
younger people, and consequently is a 
sought-after speaker before church 
groups and other young people’s or- 
ganizations. 


Miss MINERVA DEAN, in charge of 
the department of insured savings, 
Peoples-Pittsburgh Trust Company, is 


Miss DEAN 


an accomplished sportswoman. Her 
favorite pastime is riding, but she is 
also an enthusiastic follower of skiing 
and golfing. Miss DEAN is one of the 
most popular and best known members 
of the A.I.B. She has attended all of 
the recent National A.I.B. Conven- 
tions, is former National Chairman of 
the Women’s Committee and has served 
as Pittsburgh chairman for two years. 


* 


CHARLES H. GRIESA, assistant vice- 
president, Union National Bank in 
Kansas City, Kansas City, Missouri, 
was working in Boston during his col- 
lege vacation in 1916 when he decided 
the place for him was in the ambulance 
service in France. Applicants were wel- 
come but had to supply their own trans- 
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portation abroad. Mr. GRIESA over- 
came his lack of funds by sailing on a 
British transport steamer carrying 
1,200 horses for the French Govern- 
ment. 

On arrival he bid his equine friends 
goodbye with few regrets and joined the 
American Field Service S.S.U. 2. He 
served with the French at Verdun and 
in the Argonne. 

When the United States declared 
war he returned and entered the ist 
O.T.C. at Fort Riley. He went back to 


Mr. GRIESA is at the left 


France as ist Lieutenant, 356th In- 
fantry, 89th Division. At St. Mihiel he 


was wounded in action. He was later 


with the Army of Occupation and then | 


with the U. S. Food Administration 
stationed in Vienna and Prague. 


He was awarded the Croix de Guerre 


for bravery and resourcefulness in 
commanding patrols, and the Order of 
the Purple Heart. 


* 
EDWARD POTTER, JR., 


Commerce Union Bank, Nashville, 
Tennessee, is keenly interested in re- 


storing Tennessee’s eminence as a | 


thoroughbred nursery. 


At his 60-acre country estate, “Tree- | 


mont”, he has established more than 
20 horses. In addition to five thorough- 


breds which were brought in this year | 


from Missouri, there are 10 blooded 
mares, three yearlings, plantation walk- 
ing horses, ponies, two hunters, a 
jumper, and Napoleon, a circus horse in 
retirement. 

Hecla, gray son of Stefan the Great, is 
master of the stud, and it is hoped that 
this noted stallion will bring about the 
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president, | 


return of the state’s former prominence 
as a breeding center of race horses. 

The residence at “Treemont” was 
partially designed by Mrs. Potter, an 
artist of exceptional ability and of 
international fame. 


* 


GUNVARD HANSEN, Produce Ex- 
change Branch of The Chase National 
Bank of New York, has for the past 
eight years directed the Concordia Glee 
Club. Mr. HANSEN, backed by a musi- 
cal heritage, has brought this club, 
composed of personal friends and ac- 
quaintances, up from a neighborhood 


singing group to a talented organization 
which has had successful runs on na- 
tional radio programs. 


* 


Mrs. FRANCIS DILDINE, transit clerk, 
First Troy (Ohio) National Bank and 
Trust Company, has ridden horses 
since she was a small girl. When one of 
the bank’s officers was journeying to a 
neighboring city he asked her what she 
would like him to bring her. “Oh, just 
bring me a horse,” she jokingly replied. 
When he returned he brought the horse 
with him—not in the flesh but in the 
form of an interesting miniature. This 


SEVEN KEYS 


TO 
COVERAGE 


os are fully seven ways that storekeepers in your community are 


exposed to burglary and robbery losses. They are shown on the 


keys above. 


Small wonder that Storekeeper’s Burglary & Robbery insurance 


has proved such a boon to merchants! Full protection in a single 


policy . . . a chain holding seven keys to coverage against loss through 


each of seven hazards. 


This is one form of community protection provided by American 


SuRETY and NEw YorK CASUALTY COMPANIES. Many other types of 


casualty and surety coverage written by these Companies prevent loss 


to banks and business, and automobile and home owners throughout 


the country. 


AME 
NEW 


RICAN SURETY 


COMPANY 


YORK CASUALTY 


COMPANY 


HOME OFFICES: NEW YORK 


Both Companies write Fidelity, Forgery and Surety Bonds and Casualty Insurance 
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served as the starting point in her hobby 
and she has since gathered over 100 
miniature horses. These have come 
from all over this country and from 
Mexico. Her natural love of horses has 
given her a more than ordinary interest 
in her growing collection. 

When as a small boy, J. G. REITscu, 
vice-president, Union Bank and Trust 
Company, Helena, Montana, decided 
he wanted a camera, he made one for 
himself. It was constructed from a card- 
board shoe box, using a pin hole in lieu 
of a lens. The results, says Mr. REITSCH, 


were only partially successful but it 
launched him on a hobby that he 
has ridden with equal resourcefulness 
throughout his life. 

Mr. REItTscH is not an ordinary 
photographer. He has made a specialty 
of photographing wild game as well as 
the magnificent scenery of western 
Montana. His experiences have brought 
him all the thrills that come to a great 
hunter. In fact at times they have been 
accompanied by considerable danger. 
Once he got just a little too close to a 
buffalo bull and learned that the male 
buffalo is really a dangerous animal. 


standard premiums.”’ 


says this bank officer 


**Unper modern banking conditions, we figured we were falling 
down on our duty unless we investigated the possibilities of 
saving money through your complete insurance service. Your 
annual report and list of securities convinced us that your 
financial strength is unquestionable. We discovered the efficiency 


and economy of dealing direct with one company in all insur- 


closely as though you were our bank’s insurance department. 
Finally, it has been a real help to us in these times to share un- 
der your strictly mutual plan in the savings resulting from direct 
dealing, economical operating methods, and selective under- 


writing. Your dividends have never been less than 20% of 


LIBERTY MUTUAL 


INSURANCE COMPANY 
Home Office: 175 Berkeley Street, Boston, Mass. 


77 branch offices in principal cities from coast to coast 


LIBERTY MUTUAL writes Bankers Blanket, Fidelity and 
Forgery Bonds; also Blanket Public Liability Policies for Banks, 
Workmen's Compensation, General Liability, Burglary, Robbery, 
Plate Glass, Automobile and Personal Accident Insurance. All 


forms of Fire Insurance are written through UNITED MUTUAL 


ance matters; indeed, your representative has worked for us as } 
FIRE INSURANCE COMPANY. 


“We couldn’t afford 
to neglect the 


MONEY SAVINGS 
you offered,” 


He has pictured moose, elk, bear, 
buffalo and Rocky Mountain sheep at 
close range—in fact, nearly all big game 
except a Rocky Mountain goat. Some 
day he hopes to make that elusive 
animal his masterpiece. 


* 


M. Ruppick, cashier, Amer- 
ican National Bank, Hutchinson, Kan- 
sas, is outstanding because of his work 
among small bore shooters of Kansas. 
His interest in shooting dates back to 
1900, when, as a member of the New 
Jersey militia, he shot at Marion and 
Sea Girt. 

In 1910 he moved to Kansas. When 
bank robberies were numerous in that 
state he helped organize the vigilantes. 
In 1930 he was an organizer of the 
Hutchinson Rifle Club and is still its 
secretary-treasurer. In 1936 he was 
elected secretary-treasurer of the Kan- 


Mr. RUDDICK 


sas State Rifle Association, which for 
five straight years has had Class A 
teams in Perry competition. 

Mr. Ruppicx is known to his friends 
as “Lightning Bill” because, he says, 
“T never hit twice in the same place.” 
He has two other interests, walking and 
his Chow dog. Three years ago he 
walked to Halstead and back, 52 miles, in 
16 hours and 15 minutes. His dog ac- 
companied him. During the year he 
hiked 2,810 miles. Probably his fond- 
ness for walking accounts for his never 
owning a car and never learning to 
drive one. 
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The First National Bank and Trust 
Company of Tulsa maintains an at- 
tractive cabin for the use of its staff 
and friends. It is located about 90 
miles from Tulsa on the Spavinaw 
River in the western slopes of the 
Ozarks. 


Mr. BYRD in the kitchen 


Over a period of years vice-president 
Jor P. Byrp, Jr., has entertained many 
of his friends at “The Cabin”. Mr. 
Byrd’s hobby is the collection of recipes 
and methods of preparing rare dishes. 
A frequent companion describes him as 


“‘one of the best camp cooks it has ever | 


been my privilege to camp with”. 


* 


Many persons have unknowingly 
avoided maritime disaster by a last 
minute change in their plans. Few 
however have had the experience of 
witnessing the disaster in which they 
might have participated. Such an ex- 
perience, involving two of the world’s 
most famous ships, came to Miss SuE 
HarRDING, daughter of R. E. Harding, 
president of the Fort Worth (Texas) 
National Bank. 

Miss Harpinc had booked passage 
on the Athenia but cancelled her ticket 
to sail on the American freighter, City 
of Flint. Some 200 of the survivors of 
the torpedoed Athenia were subse- 
quently removed in mid-ocean to the 
City of Flint from the yacht Southern 
Cross, which had originally picked 


them up. ‘és 


The Georgia Railroad Bank and 
Trust Company has recently launched 
an interesting movement in community 
service. 

With the approval of the Federal 
Reserve and the state banking depart- 
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ment it has announced the establish- 
ment of a $10,000 revolving loan fund 
to help young people obtain an educa- 
tion. It is thought to be the first such 
fund established by any bank in the 
United States. The loans are for boys 
and girls in the Augusta section. The 
bank allows the student to attend the 
college of his own choice, nor will it 
restrict its loans to any creed or group 
of citizens. 

It is expected that the fund will ac- 
complish the double service of educating 
capable young leaders for the com- 
munity as well as conserving the capital 
for future generations. 


If there is one attribute that this 
column respects above all others it is 
loyalty. We are therefore glad to correct 
an error of omission which has been 
pointed out to us by one of the loyal 
followers of the Brooklyn Dodgers ball 
team. In the September issue we men- 
tioned that two of America’s leading 
banks might be interested in a World’s 
Series within the next few years as, 
through their trust departments, they 
had an important voice in the control of 
the Pittsburgh Pirates and the Chicago 
White Sox. A loyal fan (and incidentally 
all Dodger fans are loyal in fair weather 
or foul) points out that we omitted to 


THE SALES STAFF of this organization is the division 


through which its offerings and recommendations are trans- 


CHICAGO 


CHICAGO, 201 SO. LA SALLE STREET - 
AND OTHER PRINCIPAL CITIES 


HALSEY, STUART & CO. Inc. 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 
of 
Banks and Trust Companies 
for 
Directors Committees 


NEW YORK 


mitted to the investing public. Carefully selected, trained, and 
supervised, present members of this group have been serving 
customers of the house for an average period of over 1034 


years; the average is 1924 years for almost 30% of these. 


NEW YORK, 35 WALL STREET 
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mention the bank, which to his way of 
thinking, is the one most logical of all to 
be so interested, namely, the Brooklyn 
Trust Company, which, through its 
fiduciary experts, is important in the 
management of the Brooklyn team. 

* 

Josepu C. ROVENSKY, vice-president 
of the Chase National Bank, New 
York, received an honorary LL.D. 
degree from Washington and Jefferson 
College at the Founders’ Day exercises 
celebrating the 150th anniversary of the 
college. Mr. ROVENSKY, a life trustee of 
Washington and Jefferson, is in the 
foreign department of the Chase. 


Banking has become a much more 
complex profession than it was a gen- 
eration ago. To carry on successfully 
the work of present day bankers will re- 
quire the coming generation to be even 
better equipped with a knowledge of 
the fundamentals of banking, business 
and economics than were their fathers. 

An essay indicating that this side of 
youth’s education is not being neglected 
has just reached this column. It was 
prepared by LAuRANCE H. ARMourR, 
Jr., 16-year-old son of the president of 
the American National Bank of Chi- 
cago, in connection with his work at the 
Chicago Latin School. 


Vision is the pilot of progress— 
likewise its safeguard. Of equal 
importance to scanning possibili- 
ties of tomorrow’s achievement is 
recognizing contingencies and pro- 
tecting against them. Adequate in- 
surance in a sound capital stock 
company like Fireman’s Fund gives 
you the right to feel secure. Over 
a quarter of a billion dollars has 
been paid in claims during its 76 
years’ existence. Assets of over 
$41,000,000 and policyholders’ 
surplus of $23,800,000 assure 
security for the future. 


Ask Your Home-Town Agent 


Fire Automatile « 


Marine Casualty 


| | 
STRENGTH 
PERMANENCE 
STABILITY 


Fiche lity ty 


FIREMAN’S FUND INSURANCE COMPANY 


[TREMANS FUND GROU 


FIRE & MARINE 
Insurance Company 
OCCIDENTAL 


nsurance ompany 


FIREMAN’S FUND 
Indemnity Company 
OCCIDENTAL 


Indemnity Company 


SAN FRANCISCO 


New York Py Boston 


Chicago 


OVER 11,000 


HOME-TOWN 


Atlanta Los Angeles 


Young ArMour’s essay, giving a his- 
tory and explanation of the functions 
of money and banking, is an intelligent 
discussion that would do credit to older 
students of this complicated subject. 


* 


HELEN BERNHARD, attractive young 
daughter of Eric F. BERNHARD, foreign 
department, Chase National Bank, 
New York City, is the holder of 10 
national tennis titles and of two inter- 
national championships. She is Girls’ 


Champion BERNHARD 


Tennis Champion of the U. S. and re- 
cently successfully defended her title 
against a field of 79. Among her recent 
successes are the winning of the Ber- 
muda Championship, the Seabright 
Tournament, and the Middle States 
and Longwood Bowl tournaments. 
Her success is partly due to the superi- 
ority of her ground strokes, and also, to 
quote Mercer Beasely, “she is one of the 
few players who think in action.” 

Miss BERNHARD was chosen this year 
on the Wightman Cup squad. Experts 
see in her the future national champion. 


* 


H. S. Buzicx, JR., president, the 
Sylvan State Bank, Sylvan Grove, Kan- 
sas, is an excellent example of that wide 
group of bankers who not only ably di- 
rect their institutions but give gener- 
ously of their time and talents to other 
worth-while activities. Mr. Buzick 
entered his bank as a bookkeeper in 
1899 and became president in 1933. He 
is a past president of the Kansas Bank- 
ers Association and former member of 
the Executive Council of the American 
Bankers Association. 

He was elected to the state legislature 
in 1930 and re-elected in ’32, ’34, ’36 
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and ’38. In 1937 he was speaker of the 
house. He served two terms as chair- 
man of the ways and means committee 
and was a member of the legislative 
council from 1933 to 1939. 

He has also been prominent in Ma- 
sonic circles and was grand master of 
the Grand Lodge of Kansas in 1938- 
1939. 

Together with his brother he operates 
the Buzick ranch, which has been run 
by his family since 1870. 


* 


Joun L. Fans, vice-president, First 
National Bank, Leesburg, Florida, has 
recently been inducted into office as 
Collector of Internal Revenue for Flor- 
ida. During the 1937 session Mr. Fans 
served in the state legislature. 


* 


WALTER F. TRUETTNER, vice-presi- 
dent, National Bank of Detroit, has a 
double barrelled diversion from bank- 
ing, namely hunting and fishing. His 
happy hunting ground is the Upper 
Peninsula of Michigan, where in days 
gone by he shot a 12-point buck weigh- 
ing 220 pounds. 

To Mr. TRUETTNER the prime fishing 


Mr. TRUETTNER (right) and W. Ross 
LAING, assistant cashier, National Bank 
of Detroit 


grounds of the Western Hemisphere are 
around Anjigami Lake some 150 miles 
north of the Canadian Sault. His prize 
catch there was a 6% pound small 
mouth black bass which put up such a 
rousing battle that the angler said he 
was sure he had caught the piscatorial 


Joe Louis. 
* 


Harry J. LAnpry, president, Com- 
mercial & Savings Bank, Friar Point, 
Mississippi, is said to have more titles 
than any other banker in the state. 
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While others acknowledge that he has 
been outstandingly successful in many 
fields, Mr. LANDRY denies it and with 
sincere modesty states that the really 
successful ones have been his remark- 
ably efficient office force. 

Among over 30 official positions or 
titles that he has either held or now 
holds are the following: mayor of Friar 
Point (16 years); president, National 
Wrestling Association (13 years); treas- 
urer, National Boxing Association (2 
years); first vice-president, Mississippi 
Municipal Officers Association; adju- 
tant, Willis Ikerd Post of the American 
Legion; grande commissaire voyageur 


“40 and 8”, Mississippi; justice of the 
peace; city judge; State Vice-president 
of the A.B.A.; colonel on staff of Gov- 
ernor Bilbo. A new title comes to him on 
January 1, as he enters the state legis- 
lature on that date. 


* 


In the First National Bank, Mar- 
quette, Michigan, is housed one of the 
finest private collection of coins in 
America if not in the world. It is the 
famous Kaufman Collection. Included 
in the collection is the “Dollars of the 
World” exhibit, which includes some of 


for CORRESPONDENT SERVICES 


with features 


SPEED —Swiftly and accurately clearing tens of thou- 
sands of items is but a single day’s work to Live 


Stock National’s specialized correspondent depart- 


ment. 


EXPERIENCE — One of the oldest banks in Chicago (estab- 
lished 1868), Live Stock National now serves nearly 


500 other agricultural banks throughout the country. 


RESULTS — You deal directly with Senior Officers here 


— receive, if you wish, counsel and assistance be- 


yond the usual conceptions of correspondent serv- 


ice. 


Your inquiry is cordially invited. 


Live Stock 
National of Chicago 


UNION STOCK YARDS 


MEMBER FEDERAL DEPOSIT 


INSURANCE CORPORATION 
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Your Bank Needs 
a Pay-Roll Plan 


complying with all 
requirements of the 


SOCIAL SECURITY ACT 
which applies to banks 


beginning JAN. 1, 1940 


A safe, simple system 
is ready for you in the 


Shield-of-Quality 
SOCIAL SECURITY 
Pay-CHECK PLAN 


FECERAL 0.4.8 
ACCOUNT NO. 


TIME WORKED 


YOUR BANK 


Pay To THE 
ORDER OF 


SIGN RECEIPT ON. BACK.| 

CASHIER'S CHECK 

7 the fob: 

Only One Writing 
1. Pays your employees. 
2. Provides each person 
with required pay data. 
3. Makes proper record 
of pay to each employee. 
4. Registers pay checks 
and supplies aggregate 
pay-roll information. 

Only 3 Forms 

No New Equipment Needed 

INDORSED BY ACCOUNTANTS 
Write for sample forms 
and further information 

Accounting Systems Department 

LEVEY PRINTING Co. 

>>> SHIELD PRESS<<< 

2020 Montcalm Street 

INDIANAPOLIS, IND. 


Miss Jane Howard Smith, daughter of Mr. and Mrs. Tom K. Smith, was pro- 
claimed Queen of Love and Beauty at the annual Veiled Prophet Ball in St. Louis. 
Twelve thousand persons were present in the municipal auditorium at the elaborate 
ceremony of the coronation. In the picture Miss Smith is seated on her throne 
next to the Mysterious Veiled Prophet from Khorassan, who annually chooses 
“the fairest maid”’ to rule over St. Louis society for the ensuing year. Miss Smith’s 
father is president of the Boatmen’s National Bank and a former President of the 
American Bankers Association 


the earliest dollars or thalers ever 
minted. When the 336 coins in this 
exhibit of dollars were minted they had 
a value of just about $336.00. Several 
years ago a mathematician computed 
their value, if the issue of each had ac- 
cumulated interest at the then current 
compound interest rate from the time 
of minting, the amount would be 
$4,094,000,000 . . . continued to a to- 
tal of 574 ciphers. 

In the collection are coins dating back 
to antiquity, the oldest one having cir- 
culated over 100 years before Christ; a 
remarkable group of gold coins; a col- 
lection of World War paper money; an 
exhibit of currency of all Europe, coins 
from Japan, Siam, China. 

The exhibit is open to the public and 
has attracted large numbers of visitors 
to the bank. Special wall safes guard 
the most valuable of the exhibits. 


* 


Several members of the staff of the 
Detroit Trust Company were, during 
the World War, members of the Brit- 
ish Empire’s armed forces. 

P. C. Lawrie enlisted with the 16th 
Battery from Guelph, Ontario. While 
attached to the signal corps he received 
the Military Medal. 

CLARENCE B. ANDERSON was pla- 
toon sergeant, 21st Battalion, 2nd Divi- 
sion. He also received the Military 


Medal at Vimy Ridge. He modestly 
claims that his decoration came up with 
the rations one morning. 

HAROLD THOMPSON enlisted with the 
British forces in 1914 at the age of 16. 
He served in the Irish Rebellion and in 
France, where he was in the retreat at 
Mons. Later he transferred to the Royal 
Flying Corps. 

A. P. CHAUVIN enlisted in the R.A.F. 
at Leaside, Ontario. 

B. I. McPuHEE, who is one of the most 
experienced trust solicitors in the coun- 


Veteran THOMPSON 
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try, enlisted in 1916 in the 78th Field 
Artillery, was made a gunnery instruc- 
tor and went overseas with his unit, 
where he remained until 1919. 

E. J. HiERHOLZER, cashier, Commer- 
cial Bank Company, Celina, Ohio, ranks 
as one of the outstanding senior golf 
players of the U. S. He is probably the 
number one senior golfer among bank- 
ers, consistently defeating younger men 
at banking conventions. He has made 
several holes-in-one and regularly shoots 
in the low seventies. 

* 

ALVAN MACAULEY, Jr., who left the 
National Bank of Detroit in 1937 to 
accept appointment as Commissioner 
of Banking for the State of Michigan, 
has completed his term in that office 
and returned to the bank as an assistant 
vice-president. He will devote his time 
to correspondent banking relations. 


Would You Believe It? 


Life insurance companies’ income ac- 
counted for 0.1 per cent of the national 
income in 1880, 11.6 per cent in 1932, 
and 7.5 per cent in 1938. Their income 
in 1880 was $80,000,000 and in 1938, 
$5,257,000,000. 

* 

The printed hearings of the House 
subcommittee on the Treasury Depart- 
ment appropriation bill for 1939 filled 
870 pages, and for 1938, 1,002 pages. 

Cash constituted 2.3 per cent of life 
insurance company assets in 1906, 0.7 
per cent in 1930, 3.6 per cent in 1935 


and 3 per cent in 1938. United States 
Government bonds constituted less 
than 1/10 of 1 per cent in 1911, 1.8 
per cent in 1930 and 17.9 per cent in 
1938. 

* 


The research personnel of the Treas- 
ury Department numbered 19 in 1933 
and has since increased to approxi- 
mately 152 in 1938. The payroll of this 
personnel was $61,300 in 1933 and 
about $358,500 in 1938. 

Five men successively served as Sec- 
retary of the Treasury under President 
Jackson. Andrew W. Mellon served as 
Secretary under three presidents. 

* 


The authorized common stock of the | 


5,258 national banks in existence in 
1938 consisted of $1,312,000,000 of 
capital stock. 
In June 1938 the Treasury had on 
hand 10,657,000 sheets of distinctive 


paper for American currency and | 


2,972,000 sheets for bonds, etc. 
* 


Checks drawn on the Treasurer of the | 
United States by Government disbursing | 


officers and agencies paid during 1937- 
38 totalled 115,051,000, or nearly one 


per capita. In 1936-37 the number was | 


138,262,000, or the equivalent of more 


than 378,000 per day, Sundays included. 


The War Finance Corporation is still 


under liquidation. Of its $500,000,000 


of capital stock, $1,000 is still outstand- | 


ing. Assets on June 30, 1938 were 
$20,553, of which $17,240 was cash, $1 


The Riggs National Bank 


OF WASHINGTON, D. C. 


welcomes the opportunity to be of service to 
bankers and their clients in the 
Nation’s Capital. 


Complete Banking and Trust Service 


ROBERT V. FLEMING 
President and Chairman of the Board 


GEORGE O. VASS 


Vice President and Cashier 


Resources over $100,000,000 


Member Federal Deposit Insurance Corporation 


furniture and fixtures, and $3,312 agri- 
cultural and livestock loans. 
* 
$1,468,200,000 of cancelled Federal 
Reserve notes were received by the 
Treasury in the year 1937-38. 
* 


To carry out Government functions 
and duties abroad, the Treasury in 
1937-38 bought 2,476 drafts in 56 differ- 
ent foreign currencies. 

* 


In 1937-38 the Treasury procure- 
ment division drafted 518 formal con- 
tracts varying in amount from $2,000 
to several million dollars each. 


THE 
PUBLIC 
NATIONAL 


BANK 
AND 
TRUST COMPANY 
OF NEW YORK 


Serviee — Maintaining an 
intimate, personalized corre- 


spondent bank service. 


Experience—Officials with 
years of servicé in this field, 
assuring a knowledge of re- 
quirements and valuable as- 
sistance. 


Poliey — To cooperate with 
out-of-town banks rather than 
compete for business which is 


rightfully theirs. 


ESTABLISHED 1908 


MEMBER 
NEW YORK CLEARING HOUSE ASSOCIATION 
FEDERAL DEPOSIT INSURANCE CORPORATION 
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This department is compiled for 
BANKING by E. S. Woolley 


Slow Loans 


Can a personal loan department be 
used for liquidating slow loans in the 
present note case? 


ES. In fact this is a very good way 

for a bank to start a personal loan 
department, as it offers an opportunity 
to get well.organized before advertising 
for volume business. One bank which 
followed this procedure transferred 
over $700,000 from its regular note case 
to the personal loan department in the 
first six months of operation. 

It was, however, found necessary to 
have the personal loans in charge of 
someone other than the lending officer 
who made the original loan. When re- 
quests were made for renewals this 
officer merely informed the borrower 


that it could not be done, since the note 
had been renewed so many times be- 
fore. Then, after some discussion, the 
officer suggested that application be 
made to the personal loan department 
manager. In over 99 per cent of the 
cases this worked, and the loan was 
paid off as agreed. 


Machines Save Costs 


Are machines helpful in reducing 
operating costs? 


ignated decidedly. For example, just 
try to imagine what the cost would 
be of posting the individual commercial 
books by pen and ink. With the volume 
of work flowing through this department 
today it would be practically impossible 
for most banks to find quarters large 
enough to house the number of people 
who would be required in order that the 
day’s postings could be finished in time. 
And this does not consider that errors 
would be more frequent and harder to 


locate. Machines are producing better 
work at less cost throughout all fields 
of human endeavor. 


Operating Statements 


Is a knowledge of operating figures 
really necessary? Is not the balance 
sheet the important statement? 


Niue figure on a balance sheet first 
appeared on the operating state- 
ment. The operations reflect the day by 
day transactions. If these are controlled 
so that they are profitable, the balance 
sheet will show it in increasing assets 
and decreasing liabilities. By the time 
the figures have reached that balance 
sheet, however, they have passed the 
stage where they can be controlled. 
Take a note that has “gone sour”’, 
for example. The time to have avoided 
this was when it was made or renewed. 
This means the breakdown occurred 
in the operations of the credit depart- 
ment. If credit investigations paid more 


CALCULATING MACHINES. Geared to 
the Swift Pace of Modern Business. 
Marchant Calculating Machine Co., 
Oakland, California. Illustrating and 
explaining the advantages of the full 
automatic Marchant. 


COLLECTIONS. The Best Collection 
Letter I Ever Wrote. American Credit 
Indemnity Co. of New York. The 30 
winning letters in a contest conducted 
by that company. 


ADDING MACHINES. Duplex. Allen 
Wales Adding Machine Corporation, 
New York. Describes advantages of a 
machine which carries two or more 
separate totals simultaneously. 


PAPER. 21 Ways to Keep a Clear Desk. 
Hammermill Paper Co., Erie, Pennsyl- 
vania. Proved time-savers from the 
Hammermill survey of business prac- 
tice. 


BUILDING. What to Expect from White 
Lead Paint. Lead Industries Associa- 
tion, 420 Lexington Avenue, New York. 
Statistical information about white 
lead paint. 


76 


Build Better Homes. The Celotex 
Corporation, 919 N. Michigan Avenue, 
Chicago. Explains in consumer lan- 
guage the advantages and method of 
“safety sealed” insulation construc- 
tion. 


PERSONAL LOANS. Increasing Profits 
from Personal Loans. The Morris Plan 
Insurance Society, 420 Lexington Ave., 
New York City. A 12-page booklet 
summarizing the Society’s 22 years of 
experience in this field. Included are 
reasons for insurance protection of 
personal loans, and suggestions on how 
to get the best results from this pro- 
tection. 


INVESTMENT SERVICES. Investment 
Timing. Independence Fund of North 
America, Inc., 1 Cedar Street, New 
York. Explaining a weekly service for 
forecasting major movements of secur- 
ity prices and cyclical trends of busi- 
ness. 


INSURANCE. Illinois Attacks the Prob- 
lem of Bank Insurance Coverage. Ameri- 
can Surety Company, New York. Some 


suggestions as to how a bank can 
ascertain its own insurance needs. 

Kemper Insurance, Bankers’ Edition 
1939. Kemper Insurance, Mutual In- 
surance Building, Chicago. Financial 
statements of insurance companies 
under the management of James S. 
Kemper. 

Why. The Travelers Companies, Hart- 
ford, Conn. Reasons why employers’ 
non-ownership automobile liability pol- 
icies are necessary. 

Your Home and Your Possessions. 
Fireman’s Fund Insurance Co., New 
York, N. Y. Convenient forms and 
explanations for taking an inventory of 
household effects and personal posses- 
sions. 

PNEUMATIC TUBES. Wings of Busi- 
ness. Lamson Company, Inc., Syracuse, 
N. Y. Describing the multiple uses of 
pneumatic tubes for business. 
EQUIPMENT. Vision. Remington- 
Rand, Inc., Buffalo, N. Y. Sixty pages 
of photographs of the First National 
Bank, Cincinnati, Ohio, showing differ- 
ent Remington-Rand installations. 
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attention to the dynamic operating 
statements of the prospective borrow- 
ers and less to their balance sheet 
figures, there would probably be fewer 
business loans to be written off to profit 
and loss. 


Cooperative Buying 


Is cooperative buying of stationery 
and supplies practical? 


ip is entirely practical. Many of the 
forms used by banks are the same 
except for the difference in names. This 
permits of quantity production with 


the savings that naturally accrue there- | 
from. If the cooperating banks antici- | 


pate their needs and stagger their 


orders the printer would be enabled to | 
avoid both peaks and rushes, both of | 


which always add to costs. Another 
distinct advantage would be a uni- 
formity of the sizes of the forms among 
such banks. 


Service Charge Steps 


What steps are necessary in the suc- | 


cessful installation of service charges? 


IRST of all, it is necessary that | 


everyone connected with the bank 
must be thoroughly convinced that all 


charges are fair. Otherwise there is no | 
possibility of their being able to con- | 
vince depositors. Experience has proved | 


BANKING has a few more large repro- 

ductions of this cartoon available free 

to those banks who can use it for win- 
dow or lobby display 


that the best way to accomplish this is 
through a knowledge of the bank’s own 
costs. The second step is the holding of 
employees’ meetings for the purpose of 
educating them on how such charges 
should be explained to depositors. The 
third step is a recognition of the fact 
that oral explanations of technical 
subjects are much more readily under- 
stood than written ones. 

After this ground work has been com- 
pleted the remaining 90 per cent of the 
depositors can be advised by direct 
mailing. Such advertising matter, how- 
ever, should stress the value of banking 
services from the customer’s viewpoint 


and not emphasize the banker’s view- 
point. There should be no long explana- 
tion about bank costs. This is a mistake 
that has been made in many of these 
announcements. 


Prizes Every Month! 


Each month $5 will be paid for the best 
question submitted to this department, 
and $2 will be paid for all other ques- 
tions answered here. Generally, the 
questions should be related to bank 
methods and operations. Other ques- 
tions will be answered by letter. 

Answers will be given by Mr. WOOLLEY 
and other operations authorities of 
BANKING. 


NEW BUSINESS! 
NEW PROFITS! 
NEW SAFETY! 


Send for these FREE booklets on 
LAWRENCE SYSTEM field warehousing 


These new booklets will be valuable to you both from a 
technical and opportunity standpoint. They will show you how 
you can create new business. They will show you how you 
can get greater loan volume safely, from present customers. 


Know the uses and the safeguards of field warehousing. 
Send for the booklets today. A letter or phone call to our near- 
est office is all that is necessary. 


Please don’t hesitate to ask for as many booklets as you need. 
A number of banks have ordered copies for all their loan officers 
— in some instances as many as 500 booklets. 


CREATING COMMODITY PAPER AGAINST INVENTORY 


A. T. President 


New York: 52 Wall Street * Boston. 10 Post Office Square + PHILADELPHIA: 1500 Walnut Street 
BuFFALo: Liberty Bank Bldg. * Cuicaco: 1 N. LaSalle St. * Kansas City, Mo: 933 Mulberry St. 
Houston. 1001 Shell Bldg. + Los ANGELES: 1020 W. P. Story Bldg. * SAN FRANCISCO : 37 Drumm St. 
FRESNO, CALIFORNIA. 2030 Anna Street + PORTLAND, OREGON: United States Bank Building 
SPOKANE, WASH: South 155 Stevens Texas: Santa Fe Building HONOLULU, T. H. 


CERTIFIED ON CHECKS...LAWRENCE ON WAREHOUSE RECEIPTS 
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WASHINGTON 


War Business 


EDERAL AUTHORITIES expect that 
Pree greater part of war business to 

follow the lifting of the embargo on 
the export of arms and munitions will 
be placed in New England and the cen- 
tral Atlantic states, in a few central 
states and on the Pacific Coast. This 
estimate is based upon the survey of the 
Army and Navy Committee which has 
been making a 10-year study of manu- 
facturing facilities and possibilities to 
meet our own national needs in case of 
war. War business in anything like the 
volume of 25 years ago, however, would 
doubtless lead to the erection of new and 
expanded plants in other parts of the 
country. 


Stabilization Suspended 


OPERATIONS IN the Treasury’s $200,- 
000,000 active Stabilization Fund have 
been within very narrow limits for more 
than a year and since the outbreak of 
the war in Europe have practically been 
suspended. At present the prospect is 
that this condition will continue in- 
definitely. In the June quarter the Fund 
earned $1,291,321 net, bringing its total 
earnings to date to $15,055,650, which 
isn’t a bad rate of return on the funds 
actually used in the Treasury’s stabili- 
zation operations. The fact that the 
Treasury at no time in its stabilization 
business required more than a part of 
one tenth of the $2,000,000,000 set aside 
by Congress for the purpose illustrates 
the impregnable position of the United 
States in the matter of foreign exchange. 


Foreign Deposits 


THE STEADY increase in deposits by 
foreign banks in American institutions, 
especially New York banks, reflects a 
steady building up of Government ac- 
counts against future purchases of war 
and other supplies in this country. The 
balances in large part at least represent 
the proceeds of the sale of American 
securities on American markets which 
are to be transferred to Government 
account as the need therefor arises. The 
trend gives promise of more war busi- 
ness in the near future than current 
orders seem to indicate. 


Cotton Loans 


BANKS INTERESTED in cotton loans 
under the aegis of the Government face 
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a rather puzzling situation with respect 
to the current crop. Government loans 
are to be made at the same rate as last 
year, but recent prices have led to more 
selling by growers than usual. Econo- 
mists in the Department of Agriculture 
predict that if the year’s domestic con- 
sumption and exports continue at pres- 
ent rates considerably higher prices may 
be anticipated and growers who have 
not disposed of their crop are likely to 
hold for the rise, which they can do 
under the loan arrangement. On the 
whole, the authorities in Washington 
expect upward of 3,000,000 bales to go 
under loan contracts. Dealers look for a 
smaller volume of loans. All admit that 
war developments may lead to a greatly 
changed situation by next Spring but 
few people expect lower prices. 


Ham and Eggs 


THE DECISIVE defeat of the “ham and 
eggs” and other radical old age pension 
propositions in the recent elections had 
an immediate beneficial influence upon 
the securities of the states concerned, 
and also of their municipalities. The 
decision of the electorate seems to have 
been based upon two ideas: (1) that the 
whole matter of relief has been run into 
the ground and (2) that it is time more 
economy in governmental expenditures 
should be practiced. Both ideas will go 
far to improve the credit standing of all 
governmental units. 


International Bank 


Tue Bank for International Settle- 
ments is in the unfortunate position of 
being able to do little business and can- 
not even proceed to liquidation without 
the consent of three-fourths of its stock- 
holders. This cannot be obtained so long 
as British, French and German directors 
refuse to sit with each other. There is 
hope that the institution may be able to 
perform some useful service in clearing 
up the financial mess after the war. 


Utility Financing 


THE ONLY question about increased 
financing for the utility companies ap- 
pears to be as to its extent. All authori- 
ties seem to agree that the companies as 
a group will find it necessary to ask for 
much more money than they antici- 
pated even a few months ago. The chief 
factor in their expanded requirements is 
the increase in the demand for power 


from industrial concerns. Until recently 
increased demand for power came 
mostly from residential and commercial 
sources, but with the revival of industry 
many concerns find themselves unable 
to meet the substantial increase in 
power output now required. 


Price Control 


THE FACT that the prices of sey- 
eral important commodities like sugar, 
which rose abnormally and even sensa- 
tionally immediately after the outbreak 
of war, have returned to more normal 
levels seems to have ended most talk 
of Government control of prices as an 
emergency war measure. When, as 
seems likely, foreign demand for various 
commodities commences to be regis- 
tered in higher prices in this country, 
a renewal of talk of control may be 
expected and anything in the way of a 
boom in commodity prices is almost 
certain to receive the attention of 
Congress next Winter. 


India’s Gold 


THE ANNOUNCEMENT by the Govern- 
ment of India that no further exports of 
gold from that country will be per- 
mitted except under license seems to 
mean in actual practice that gold which 
has been coming directly to the United 
States from India in the past few 
months, as also in 1937, will come by 
way of Great Britain so as to give the 
home government a better control of its 
dollar exchange. From the beginning of 
1934 to the end of August 1939, India 
exported gold in the net amount of 
$655,957,000 of which $323,359,000 
came directly to the United States. In 
the first eight months of the current 
year exports of India’s gold to the 
United States are listed at $26,458,000 
net or slightly more than the $25,915.,- 
000 listed as net exports to all countries. 
The discrepancy seems to be due to 
counting Burma’s contributions as im- 
ports as well as re-exports under the 
new status of Burma. 


Recessions and Rallies 


THE WEEKLY returns of reporting 
member banks have indicated rather 
clearly that the banks as a group have 
bought Government securities on the 
dips and have sold them on the rallies. 
This, of course, is natural and works for 
the stability of the Government bond 
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market; but it isn’t in accord with the 
investment policies recommended by 
Federal supervisory authorities. 


Gold Stocks 


PREDICTIONS THAT the United States 
would hold monetary gold stocks in 
excess of $17,000,000,000 by November 
1, 1939, would have been regarded as 
rather fantastic. Including gold held 
under ear mark for foreign account, 
which will probably be added to the 
public stock in a few months, the total 
monetary gold in the country already 
exceeds $18,000,000,000 and more is 


constantly arriving. It should be noted, | 


however, that few foreign central banks 
report decreases in their gold reserves. 
Increased stocks here for the most part 
represent decreased holdings by foreign 
stabilization funds and current world 
production. When foreign central bank 
gold reserves commence to be seriously 
diminished there is likely to be trouble 
in which American stocks are likely to 
prove more burdensome than ever. 


Industrial Billions in 
Canada 


THE strict control of foreign ex- 
change established by the Canadian 
Government as a war measure has been 
modified so that foreign capital—in 
other words funds from south of the 
border—sent into the country for in- 
vestment in a new manufacturing plant 
or the expansion of an existing plant, or 
for the development of mining or sim- 
ilar purposes, may later be exported if 
the foreign owner later sells or liqui- 
dates the undertaking. Foreign exchange 
may also be had for the remittance of 
current income of such an undertaking. 
In other words the Dominion is en- 
couraying the investment of capital 
from the United States in its war indus- 
tries and the indications are that a good 
many million dollars will go over the 
frontier to have a part in this business. 


War Financing 


RECENT CANADIAN financial opera- 
tions illustrate how the financing of 
purchases in the United States by 
belligerents in Europe may be handled. 
On October 12 the Dominion Govern- 
ment sold $200,000,000 of two-year 2 
per cent Treasury notes to chartered 


banks. Out of the proceeds of this loan | 


the Dominion will buy a lot of $125,- 
000,000 of callable Canadian bonds held 
in Great Britain which has been mobi- 
lized for government account by the 


British exchange authorities and called | 
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by the Canadian Government on Octo- 
ber 16. The first operation under the 
arrangement provided a fund of approx- 
imately $91,000,000 to cover purchases 
made by the British War Supplies 
Commission now in the Dominion. The 
rest will be used in due course and this 
transaction is to be followed by similar 
transactions to cover purchases likely to 
run into billions. It will be some time 
before similar transactions will take 
place south of the border but to some 
extent preparations therefor are already 
being made by the sale of general United 
States securities in our markets. 


Surpluses and Prices 


DEPARTMENT OF AGRICULTURE ex- 
perts state that if the Government’s 
food stamp plan, which has been tried 
in a few cities, were operated on a na- 
tional basis existing surpluses would 
soon disappear and increased produc- 
tion would be required to meet the 
demand. In other words, lower prices 
for food products and not restricted 
production is the way out of present 
difficulties. Lower production costs are 
the key to many economic riddles. 

GEORGE E. ANDERSON 


IT IS IMPORTANT 


In banking, as in any other business, 


it is important to move forward with 


the times. This bank, long a pioneer 


in the extension of its services to meet 


new needs, provides complete and up- 


to-date facilities for handling all types 


of banking transactions. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET + BOSTON 


eMember Federal Deposit Insurance Corporation 


Declare a dividend of convenience 
and customer satisfaction — with 


Hand?- én {not a fountain pen} 


—on every desk, 


Here's your best investment in better employee 
and customer relations. Just pick up the popular 
Handi-pen, and it writes — instantly, smoothly. 
The point rests in fresh ink (a year’s supply in one 

other and 
strain of constant dipping, clogging, flooding. 
Low ink bills. $2.50 to $45.00 — including beauti- 
ful Deluxe sets for executives. HP-5 illus., $4.00. 


filling!) Ends refilling nuisance. No 


Write today for Handi-pen on 10-day free trial. 


You get praise instead of wise- 
cracks, and save money too— with 
HP-4 (illus.) on lobby desks. 


Attached to its anchored base by 
a 24” chain to avoid lost pens 
and spilling. 
$3.00 each. 


Note: Any HP-5 
DeLuxe Set can be 
supplied with this 
24” chain and ad- 
hesive feet at ad- 


(Tear out coupon and mail teday} — 


Sengbusch Self-Closing Inkstand Co. 
12B Sengbusch Building 
Milwaukee, Wisconsin 


Please ship me.**** ab ‘Ene Handi-pen sets for a 10-day 
free trial. I understand there is no obligation on my part. 


ditional cost of 25c. | 
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BANKING’S 
Advertisers 


December 1939 


American Mutual Liability Insurance Co 
American Surety Co 


Ist Trust Officer: “No wonder 
you're getting so much business . . . the 
attorneys, life insurance men, officers, 
employees and directors of your bank, 
many of my friends, are talking about Commercial Investment Trust, Inc 
your trust department and its service Continental Illinois National Bank and Trust Co............ 
. . . How do you do it?” 


2nd Trust Officer: “We've coordi- 
nated our advertising and solicitation | Ediphone, The. Thomas A. Edison, Inc...................- 


into a complete program for developing Felt & Tarrant Manufacturing Co... 


Fireman’s Fund Grou 
sin P 
trust bu €ss First National Bank of Chicago 


Ist Trust Officer: “Yes, I know 

about your continuous contact by mail | General Motors Acceptance Corp 
with prospects, attorneys, underwriters 
and your bank staff, and your splendid 
newspaper advertising . . . But where do 
you find the time to prepare all that 
material and keep the program running 
smoothly, and doesn’t it cost a lot?” 


De Luxe Check Printers, Inc 
C. J. Devine & Co 


Halsey, Stuart & Company, Inc 
Home Insurance Co 


Institute of Bank Stationers 
Investors Syndicate 


George LaMonte & Son 

| Lawrence Warehouse Co 

Levey Printing Co 

2nd Trust Officer : We don’t pre- Liberty Mutual Insurance Co 


W | Live Stock National Bank 

pare any or it... e get it Irom rurse, Lumbermens Mutual Casualty Co 

and they handle all details, even deliver 

1 d h d f Macmillan Co 

etters and other material ready for post Che 

age and mailing . . . As to cost, their Maryland Trust Co : 

fee is very reasonable . . . Considering 


Mercantile-Commerce Bank and Trust Co 
the business we are getting, and the Morris Flan Insurance Society 


solid foundation we are building for National Bank of Detroit 


: : National Cash Register Co 
steadily increasing business, all with 
practically no extra attention by us to National Surety Corp 


advertising details, it’s the most profit- 


able investment we've ever made.” | Philadelphia National Bank 
Public National Bank and Trust Co 


THE PURSE COMPANY R. G. Rankin & Co 


CHATTANOOGA, TENNESSEE Riggs 


Royal Bank of Canada 
Trust Advertising Headquarters 
Sengbusch Self-Closing Inkstand Co 
L. C. Smith & Corona Typewriters 


BOSTON NEW YORK CHICAGO LOS ANGELES | Standard Accident Insurance Co 
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BANKING’S DIGEST—DECEMBER 1939 
A Nationwide Report of Outstanding Speeches 


A Bank’s Municipals. 

The Most Important Thing 
The Dual System of Banking 
Taxes for Armaments 

The Stanleys and the Livingstones 
A Savings Bank’s Costs . . . 
The Wise Director 

The Gift of Discrimination 
Citizens of the World . 

The Final Control. . 

Social Mobility. . . . 
“Underground System” . 

A Categorical Negative . 


L. R. LunpEN 82 

. . 82 
Rosert M. HANEs 
S. Eccles 
. . Don FRANcIsco 
Joun J. 
F. A. AMUNDSON 
FRANKLIN D. ROOSEVELT 
ArtTHuR H. Compton 
Joun W. Hanes 
James B. CoNANT 
. Epna St. Vincent MILiay 
Lewis H. Douctas 


To Hire or Not to Hire 

It Doesn’t Make Sense 

Longer Term Loans 

“Straight From the Horse’s Mouth” 
A Program for Savings Banks 

As Josh Billings Said 

The Trust Indenture Act 
Standardization of Trust Policies . . 
A Basis for Trust Fees 


Guy W. Wapswort, Jr. 
CLAUDE E. BENNETT 

. ALEXANDER WALL 
Josepu C. GREW 

IrvIN BussING 

MERLE E. SELECMAN 
ROLAND E. CLARK 

. GrLBert T. STEPHENSON 
. A. Reap 
KENTON R. CRAVENS 
ALLEN WHITE 
Puitre A. BENSON 


Personal Loan Experience Record 
Financial Democracy 
Constructive Opposition 


Briefly 


RUE progress lies in the direction of improving the bank- 

ing system, which has brought us so far. The Postal Sav- 
ings Act was passed as a measure for the protection of small 
depositors. Establishment of the F.D.I.C. has removed every 
reason for the Postal Savings Law. As the banks are now fur- 
nishing added protection to their depositors, they should no 
longer be forced to meet competition of the Government in 
the matter of deposits.—Chairman STEAGALL, of the House 
Committee on Banking and Currency. 


L few is often laid at the door of business. On its very face 
such an imputation is as absurd as it is false. Any in- 
telligent businessman knows that while war may temporarily 
stimulate certain kinds of business, in the long run it is far 
more destructive of property and other values, and leads to a 
far greater upheaval in the general business structure than 
any such stimulation can begin to offset. I say with confi- 
dence that the earnest desire of the great majority of the 
businessmen throughout the length and breadth of the land 


is that this country shall keep out of war.—Joun D. RockeE- 
FELLER, JR. 


_ opportunity to achieve and to show results has been 
eliminated all over the world. The world in the future will 
perhaps be better for the underdog, but for the man who 
takes risks and engages in enterprise there will be little in- 
centive. 

We are getting to the position where everyone will be on 
salary and enterprise will be abandoned. These people who 
would fight for what they can get will not try, because it will 


not avail them anything.—H. Gorpon SELrripce, London 
merchant. 


NE may accept or reject the ideology of Hitlerism as 

well as any other ideological system—that is a matter of 
political views. But everybody should understand that an 
ideology cannot be destroyed by force, that it cannot be 
eliminated by war. It is, therefore, not only senseless but 
criminal to wage such a war as a war for the “destruction of 
Hitlerism” camouflaged as a fight for ‘democracy.”— 
VYACHESLAFF M. Mo tortorr, Russian Premier. 
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EVER has the country had such an excess of money 

awaiting investment. If confidence could be created 
that efforts were being made towards balancing the budget, 
that no further oppressive laws would be passed, and that 
some of the present laws would be amended, then you would 
see this money being invested rapidly, new factories being 
started, and fewer unemployed men.—Bion H. Barnett, 
Chairman of the Board, Barnett National Bank, Jackson- 
ville. 


E will now speak to the British people in the language 

they will probably best understand. On the day the 
British declared war I commanded Goering to make all 
preparations for a five-year war, not because I believe this 
war will last five years but because we will never capitulate 
in five years.—Chancellor HITLER. 


Ly still from Missouri on this question (Mead Bill loans). 
Some people seem to think there’s no need for these loans, 
but I’m still not convinced. I’m still interested in see’ng that 
a man of limited resources can get a loan at a reasonable rate 
of interest.—Secretary of the Treasury MORGENTHAU. 


_e war is a far more portentous thing than the last. It 
is likely to leave the world far more deeply transformed, 
for better or for worse, than the war of 1914. The ideological 
conflicts go deeper. The armaments are more gigantic. There 
is far less confidence than there was 20 years ago in the 
strength of our Western institutions and in democracy, as 
we have known it, as the simple specific for all governmental 
ills. 

Immense as were the changes wrought by the years 1914 
to 1918, the present war, if it lasts as long, is likely to end in 
transformations far more profound.—The MArQuEss oF 
LoruiAN, British Ambassador to the United States. 


WE are therefore fighting to maintain the rule of law and 
the quality of mercy in dealings between man and man 
and in the great society of civilized states.—Viscount 
Ha.irax, British Foreign Secretary. 
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A Bank’s Municipals 


L. R. Lunven, Professor of Economics, University of 
Minnesota, before the MINNESOTA BANKERS CONFERENCE. 

Professor Lunden outlines the advantages and disadvantages 
of a bank’s heavy investment in bonds of its own city or State. 


Advantages 


IRRESUMABLY the banker knows with some degree of 
intimacy the character of the risk he is assuming by vir- 
tue of first hand knowledge. 

Ability of the banker to make periodic investigations and 
detect the first signs of credit impairment. 

Possibility of getting somewhat better than average return 
on the investment by eliminating the function of distribu- 
tion which is obviously unnecessary if the local bank pro- 
vides the market for his community’s securities. 

The benefits accruing to a community by virtue of the 
close cooperation that exists between the banker and munici- 
pal officials under such circumstances. 

Economy to the bank in not having to maintain personnel 
and equipment that would otherwise be necessary in the 
selection and supervision of corporate bonds and securities of 
states and municipalities in other parts of the country. 


Disadvantages 


INCE the factors affecting the credit of the local com- 

munity’s bonds are the same as those affecting the credit 

of the individual borrowers, there is a complete lack of 
diversification of risk under such a system. 

Danger that the banker might not be sufficiently skeptical 
of the credit of his own community to make the investiga- 
tions necessary to prove the soundness of the bonds of his 
home city. 

Danger that even though a banker might detect an im- 
pairment of credit he couldn’t do anything about it. This is 
particularly true if he relies on selling the securities, because 
the market would not be sufficiently familiar with the issue 
to provide a quick sale. 

Since many communities rely on the local banker to pro- 
vide short term credits for seasonal peaks or long term credit 
in emergencies, it would seem that a banker should not be- 
come too heavily involved with the bonds of his local com- 
munity. 

Cities and towns are often denied the most advantageous 
terms of borrowing in the absence of competitive bidding 
and broader markets. 


The Most Important Thing 


S. President, Bank of Canton, Georgia, 
and President, State Bank Division, American Bankers 
Association, before the EAst TENNESSEE EDUCATION Asso- 
CIATION. 


i” is not necessary to disparage the fine purpose behind 
much of the so-called social legislation of recent years, in 
order to point out the danger to our economic system, as we 
see it. Sometimes a doctor, with the best intention, gives his 
patient a medicine which kills instead of cures. 

We have by law a “ceiling for hours and a floor for wages” 
in this country. Recently this floor and ceiling moved nearer 
to each other. A year hence the space between them will be 
further reduced. This is only part of the program for the 
regulation of business. It only remains for price-fixing to be 
undertaken by government, and industry will be in a straight 
jacket indeed. 

When that occurs, labor will also be in a straight jacket. 
What will happen then to free enterprise? How will in- 
dustry absorb millions of unemployed in a situation which 
government has failed to rectify in the planning campaign 
of the last decade and the spending-lending, deficit-financing 
program costing more than 20 billions of dollars? What will 
happen to the great social security program, based upon con- 
tributions by business and labor, if both are unable to 
function and pay the taxes? 


THE HANDWRITING ON THE WALL 


SOME of our well-intentioned friends say, “let government 
run everything.” Surely the handwriting on the wall of 
Europe today will be read aright and its meaning weighed in 
the balances of reason before we approve such a proposal. 
We recognize the beneficent reign of government during 


the 150 years of our short national life, but we know that its 
most endearing quality was the freedom it gave us to work 
out our individual problems, reap our just rewards, and con- 
tribute our reasonable part to the common good. We do not 
want to lose those rights even to a government that smiles 
upon us with promises of greater benefits than we have ever 
known. It does not matter that these changes are suggested 
in all good faith. We want to keep going in the American 
way. 

Important as it is, war is not the most important thing in 
our world today. Paraphrasing the words of a great man we 
can say, “We, too, hate war.” War is important to us and 
we want to stay out of it. We must stay out of it. We have 
the experience of the last conflict to convince us of war’s 
futility and its tragedy. We know the futility as well as the 
danger inherent in this present war. The most important 
thing to us is the preservation of our freedom—freedom of 
religion, of the press, freedom of assembly and the right and 
spirit of free enterprise under which we have advanced as no 
other nation has advanced in like period, and under which 
we have evolved a great civilization and a society expressive 
of the finest in the inventive and progressive genius of man. 

Let us cherish and preserve those sacred principles of na- 
tional organization and conduct that have made these 
things possible. 


HOPE we won’t have anything like a boom and don’t see any 


indications of one at this time.—JEssE H. Jones, Federal 
Loan Administrator. 


ARSHIPS are important, too. Besides, they are good 
practice.—Field Marshal HERMANN GOERING. 
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The Dual System of Banking 


RosBERT M. Hanes, President, American Bankers Associa- 
tion, and President, Wachovia Bank and Trust Company, 
Winston-Salem, N. C., before the MASSACHUSETTS SAVINGS 
BANKS OFFICERS CLUB. 


jms banking system lies at the heart of the question of 
free enterprise vs. planned economy, local rights vs. cen- 
tralized control. Without free enterprise there are no local 
rights. And you can’t have free enterprise without an inde- 
pendent credit system. If businessmen or home owners ever 
have to go, hat in hand, to the agents of the political power 
in control for credit, they will have surrendered two vital 
elements in American freedom, freedom of speech and 
freedom of the ballot. 

The genius of American banking has been the dual system 
of banking consisting of locally owned community banks 
chartered by the Federal and state governments. Conspicu- 
ous in this system are the mutual savings banks operating in 
17 states. These two systems have operated in the traditional 
American way as checks and balances upon each other. 

I venture to assert that independent banking or credit 
would not long survive the extermination of this dual credit 
system. Let us remember that the national banking system 
was originally established for the service of the central gov- 
ernment rather than for the service of trade. Then it was 
made the keystone of the Federal Reserve structure. And the 
Federal Reserve and the national banking system were to- 
gether made the keystone of the Federal deposit insurance 
system. Over the years a number of attempts have been 
made to extend the powers of centralized banking control 


through the national banking system which attempts have 
been defeated only because the states acted to protect their 
own institutions. 


THE RIGHTS OF STATES 


ELIMINATE the state chartered banks and the political 
powers of the central government and monopolistic powers 
of distant financial institutions would soon be unleashed. 
Take away the rights of the states over their own credit 
institutions, and enterprise within their borders would soon 
pass under the domination of the central authority. 

Local or states rights are American rights. I compliment 
the mutual savings banks of Massachusetts for upholding 
them. It was here that the struggle for those rights began. 

A great many criticisms have been leveled at the dual 
system of banking. Foreigners accustomed to a high degree 
of political control and monopolistic credit control scoff at it. 
Some of our own Government officials deplore it as an ob- 
stacle to adequate credit control. 

But such an obstacle it is designed to be. However, while 
the dual system of banking operates as a system of checks 
and balances it has also achieved a remarkable degree of 
practical coordination. It is to the great credit of the state 
banking supervisors that they have entered into arrange- 
ments with the Federal supervisory authorities in matters of 
supervisory policy and practice and the chartering of new 
institutions. This has made it possible, in a broad sense, for 
both state and national banks to operate under similar condi- 
tions and to prevent the over-chartering of banks without 
at the same time prejudicing the autonomy of the states. 

Thus we have the ideal set-up for this country’s vast 
economy and diversified interests—a dual system of banks 
serving its diversified needs under cooperative supervision 
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Behind the Smoke Screen 


_— set up Government banks under the pretext of 
making loans to small business would be the final step 
necessary to socialize our banking system. Let us not be 
deceived by this clamor about the needs of the small busi- 


nessman. Behind this smoke screen there is a concerted 
effort on the part of some to put the Government directly 
in the commercial banking business and thus gain the 
foothold needed to displace chartered banking.—Mr. 
HANES before the Bank Management Conference of the 
New England Council. 


while maintaining the American tradition of a proper bal- 
ance of power. 

The present degree of coordination and cooperative con- 
trol between the states and the Federal Government was 
produced in part by the one-time excess of competition 
which led among other things to the over-chartering of 
banks. No community is sound if it is over-banked. It is 
heartening indeed to witness the desire on the part of all 
supervisory authorities to prevent a repetition of this error. 
And it is encouraging to know that the FDIC is committed 
to the policy of elimination of superfluous banks. 

This constructive situation cannot be maintained unless 
all banking institutions are operated under the supervision 
and regulation of either the state banking departments or 
the Comptroller of the Currency. We shall not strengthen 
the banking system if we permit the establishment of bank- 
ing institutions outside of the existing supervisory organiza- 
tions. 

Be it said to the credit of the states that they have not 
encouraged any efforts to set up a competitive banking 
system. Yet the possibility of a third banking system has 
appeared on the horizon. 

During the past Winter your national organization and 
ours had occasion to make representations at Washington 
with respect to legislation which would, by its various 
provisions, have made Federal savings and loan associations 
analogous to savings banks in name and fact. 

They, like the state chartered building and loan associa- 
tions were established as home financing institutions. In- 
deed, the building and loan association has an honorable 
and useful record in this field. Unlike the state chartered 
building and loan associations, these newcomers in the field 
are chartered by an agency outside of the existing bank 
supervisory organization and are supervised by an inde- 
pendent body. By virtue of this situation the carefully built 
up program for the protection of communities through the 
prevention of over-chartering is on the way to being set 
aside. Now to permit these institutions to assume the char- 
acter and nature of savings banks and to operate outside the 
banking system is to set up a third banking system and 
threaten the country with the renewal of a situation which 
was cured at such great cost. 

I have always been a believer in self-regulation rather than 
government regulation and I believe it would be a fine thing 
if those of us on both sides of this question could get together 
and come to some agreement concerning the proper sphere 
of our respective institutions, proper practices, and proper 
government control. I hope that may be done. 
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Taxes for Armaments 


MarRINER S. Ecc.es, Federal Reserve Board Chairman, 


at the 25th Anniversary observance of the Federal Reserve 
Bank of St. Louis. 


WE are hearing today proposals that the Government 
should reduce some of the present expenditures, 
particularly for agricultural benefits and for work relief, in 
order that funds for an expanded armament program may be 
provided without an increased deficit or an increase in taxes. 

In my opinion, it would be unfair and unsound economi- 
cally to pass increased armaments cost on to those of the low 
income groups who would profit the least out of foreign or 
domestic expenditure for armament, who are the least able 
to bear the costs and whose increased purchasing power is 


essential to our economic welfare. 

We should follow the unpopular but necessary course of 
imposing additional taxation in order to meet the added 
costs of our armament program and to reduce the deficit 
without sacrificing the low-income groups, whose sustained 
and increasing purchasing power is needed to sustain and 
increase production. 

Accordingly, additional taxation should be levied, not 
alone upon war profits, but upon those income groups now 
relatively undertaxed, among whom the greatest proportion 
of savings that are unable to find profitable outlet today are 
now accumulating. 

At the same time I favor increasing purchasing power by 
decreasing consumption taxes. 


The Stanleys and the Livingstones 


Don Francisco, President, Lord & Thomas, Advertising 
Agency, before the Boston CONFERENCE ON DISTRIBUTION. 


REEDOM is often symbolized by the caricature of a man 

speaking from a soap box in the public square. But the 
symbol furnished by the soap box itself is frequently over- 
looked by those who listen to the orator. In America, the 
manufacturer of soap, and the consumer of soap, have as 
much economic freedom as the man who uses his discarded 
box as a platform for free speech. 

Economic liberty implies free enterprise on a competitive 
basis. This means the freedom of every individual and every 
joint enterprise to seek, or to create and then to satisfy, a 
market for its services. Economic liberty further implies the 
right of every individual, as a consumer, to satisfy his wants, 
to buy what he pleases and to reject what displeases him. 

In the process through which sellers find buyers, and buy- 
ers find sellers, advertising performs a very necessary serv- 
ice. It has proved to be the quickest, surest and cheapest 
method of effective communication between the two parties. 


SYMBOL OF ECONOMIC FREEDOM 


I BELIEVE that advertising is a vitalizing force in our Amer- 
ican economy. But beyond that, I hold that as freedom of 
the press is a symbol of political freedom—so advertising is a 
symbol of economic freedom—freedom of the individual en- 
terprise to win and hold the patronage of the individual con- 
sumer—freedom of the individual consumer to give his 
patronage to that enterprise which he believes to best meet 
his needs. 

Essentially, ours is not an economy of production and dis- 
tribution, but one of production and exchange. There is a 
vast difference. When we speak of distribution we imply 
that our products flow into a reservoir from which they are 
distributed. 

But if we consider each productive enterprise as a group of 
producers seeking, in a free economy, a market for their serv- 
ices, the difference becomes apparent. What we have called 
“distribution activities” are simply the outgrowth of each 
group’s efforts to find individuals who can and will use its 


services in exchange for what they themselves have pro- 
duced. 
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We are a nation of Stanleys and Livingstones. Advertising 
enables us to find each other—and to save time and money 
in doing it. 

Without advertising, private enterprise would have no 
voice with which to appeal to its vast market. New products, 
improvements in merchandise, lower prices and the wide 
array of things and services offered would be only slowly dis- 
covered or remain unknown. 

Today, people want more information than ever before 
about the things they buy. I believe that advertising can go 
much further than it has, both in its own interest and that of 
the consumer, in supplying more facts. 

Advertising has stimulated consumption and thus stimu- 
lated production. It has done it on so vast a scale as to bring 
about a higher standard of living than would have possibly 
existed without advertising, under any system. 

Mass sales have brought mass production with its spec- 
tacular savings. As goods have been sold for less, people have 
been able to possess those goods and have money left to 
spend for other things. Increased sales have meant more jobs 
in production. 

But more important than all this, the American consumer 
has enjoyed freedom of choice. Thus, over any private enter- 
prise, the public holds the power of life and death. The su- 
preme authority is held by the people. 

In many less fortunate lands, only a chosen few may sell 
their wares to the people. The consumer is forced to seek his 
bargains at houses designated by the state. Not only does this 
rob the seller of his freedom, but it violates the freedom of the 
buyer. 

A man’s money is not his own if he has lost the right to 
select what he may buy and where he may buy it. 

Products become known through their advertising and 
use. Candidates become known through their public state- 
ments and actions. Both are free to state their claims. 

The American citizen is as free to select his purchases as he 
is to select his candidate. He has a wide range of products 
from which to choose. 

Advertising is the promoter of free enterprise, the voice 
of free competition and the symbol of free choice. It is 
as democratic, as flexible, as vulnerable, and as permanent as 
the American system. 


BANKING 


A Savings Bank’s Costs 


Joun J. Driscoit, Bank Analyst, before the SAvincs 
BANKS ASSOCIATION OF THE STATE OF NEW YORK. 


iv it is the duty of savings banks to pay as high a rate of 
dividend to their depositors as they can soundly pay, 
then do we not have going hand in hand with this duty the 
necessity of controlling those factors in our operations that 
cause us to absorb excessive costs and activity thereby re- 
ducing the dividends we pay to real savers, the depositors 
who really make our bank possible? Next, then, would be 
the duty of operating efficiently and at a reasonable cost. 

To provide a control of costs and to provide a check on the 
efficiency of operations, it becomes necessary that we refine 
and break down our business into the various types existing 
in a bank. Current practice of making comparisons within 
the same bank and between banks in totals, that is, ratio of 
total salaries, expenses, etc., to deposits, etc., while showing 
interesting information, may at the same time be hiding 
facts that would be of great importance to the management 
of the bank. Total expenses may compare very favorably 
with similar banks, while an exceptionally strong depart- 
ment or section of the bank may produce a sufficient ad- 
vantage to absorb the weak results of one or two other sec- 
tions. The totals appear in line, while the details show weak- 
nesses that need correction. 


PROFIT OR LOSS? 


THE first step would be to determine the operating profit 
or loss from each of the departments or types of business 
handled. Then the income earned, dividends paid, expense 


and profit or loss on each type of business handled or service 
rendered would be known. This breakdown would show the 
following departments and such others as may exist and the 
resultant profit or loss from each: savings deposits, Christ- 
mas clubs, school savings, guaranty fund or surplus, bank 
building, safe deposit, etc. 

“Other real estate” has become a factor sufficiently large 
to be worthy of special consideration of its effect on our 
earnings. The inclusion of income and expenses of “other 
real estate” in our other items of income and expense 
normally will destroy the value of comparisons between 
banks and between periods in the same bank. All income 
and expense incident to ‘other real estate” should, prefer- 
ably, be divorced from the ordinary income and expense of 
the bank and set up separately with the resultant income or 
deficit from the handling of these assets shown. 

Another important expense or cost in savings banking, as 
in commercial banking, is the cost of converting deposits, 


free surplus, borrowed money, etc., into income producing 
assets, protecting and following these investments, collecting 
the income thereon and reinvesting. This is termed invest- 
ment or conversion cost. This cost will vary with the type of 
investment, being lowest for securities and highest for mort- 
gages; while in commercial banking, it will be highest for 
commercial and similar loans. This cost should bear a rela- 
tion to the volume of each type of investment held and the 
activity or turnover in them. 

If it is agreed that the obligation exists to pay depositors 
as high a dividend as can soundly be paid, then I wonder if 
some current practices would be continued after their cost 
was known and after the effect on the earnings of the bank 
was shown. I am particularly referring to such items as the 
cost of opening and closing accounts, kept only for a short 
period, compared with the balance during this period; the 
issuance of drafts or official checks without charge when 
little or substantially no balance exists or where such activity 
is carried to an extreme by a depositor; the relation between 
balance and the activity or withdrawals; cashing checks for 
customers without charge or without consideration of the 
balance maintained can be a costly service. One savings 
bank with $5,000,000 in deposits had 62,700 deposits and 
withdrawals during a year and in this same period cashed 
39,500 checks for customers. Thus, 39 per cent of its tellers’ 
activity was cashing checks drawn on other banks in a great 
many instances for customers who did not maintain a bal- 
ance that would soundly permit such service. 

Occasionally, one hears of a savings bank desiring to 
broaden its service and go into a field previously cared for by 
another type bank. Some seem interested in handling special 
service checking accounts or handling small checking ac- 
counts; then, in the desire to acquire a volume of such busi- 
ness, offering it at a price lower than that normally charged 
by the banks originally handling it. It is well to remember 
that commercial banks are not making great profits on this 
type of business as now handled and in many instances still 
handle it at a loss even after collecting service charges. 
Many commercial banks are losing money on special service 
checking accounts, that is, accounts in which no balance is 
required and a charge is made for each item drawn against 
the account. The reason is that the service charge frequently 
does not cover the cost of the service. 

So it would appear desirable to study a new business be- 
fore undertaking it and to analyze it to know its probable 
cost and income. 

Rarely will a savings bank be able to handle such business 
cheaper than a commercial bank. 


The Wise Director 


F. A. AMunpson, Acting Commissioner of Banks in Minnesota, before the MINNESOTA 


BANKERS CONFERENCE. 


T is the responsibility of the directors to keep themselves informed regarding the condition 
of their banks, and the wise director will take advantage of obtaining all information from 
the examiner regarding the conduct of the bank’s affairs. 
It is believed that too often directors overlook this fact and feel that they are being criti- 
cized for the manner in which the bank operates, rather than availing themselves of the in- 
formation supplied by the examiner as a basis of correcting any unsound practice in the in- 


stitution. 
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A Current Affairs Forum 


On these pages are excerpts from speeches at the New York 
Herald Tribune’s Ninth Annual Forum on Current Prob- 
lems, held in New York City. 


The Gift of Discrimination 


President FRANKLIN D. ROOSEVELT. 


io and out of Congress we have heard orators and com- 
mentatorsand others beating their breasts and proclaiming 
against sending the boys of American mothers to fight on the 
battlefields of Europe. That I do not hesitate to label as one 
of the worst fakes in current history. It is a deliberate setting 
up of an imaginary bogey man. The simple truth is that no 
person in any responsible place in the national Administra- 
tion in Washington, or in any State government, or in any 
city government, or in any county government, has ever 
suggested in any shape, manner or form the remotest possi- 
bility of sending the boys of American mothers to fight on 
the battlefields of Europe. And that is why I label that argu- 
ment a shameless and dishonest fake. 

I have not the slightest objection to make against those 
amateurs who, to the reading and listening public, discourse 
on the inner meanings of the military and naval events of the 
war in Europe. They do no harm because the average citizen 
is acquiring rapidly the gift of discrimination—and the more 
all of these subjects are talked about by amateur armchair 
strategists the more the public will make up its own mind in 
the long run. The public—the American voting public—will 
acquire the ability to think things through for themselves. 

The fact of the international situation—the world situa- 
tion—the simple fact, without any bogey in it, without any 
appeals to prejudice—is that the United States, as I have 
said before, is neutral and does not intend to get involved in 
war. That we can be neutral in thought as well as in act is 
impossible of fulfillment because, again, the people of this 
country, thinking things through calmly and without preju- 
dice, have been and are making up their minds about rela- 
tive merits of current events on other continents. 

It is a fact increasingly manifest that presentation of real 
news has sharpened the minds and the judgment of men and 
women everywhere in these days of real public discussion. 
We Americans begin to know the difference between the 
truth on the one side and the falsehood on the other, no 
matter how often the falsehood is iterated and reiterated. 
My friends, remember, repetition does not transform a lie 
into a truth. 


Citizens of the World 


ARTHUR H. Compton, Professor of Physics, University of 
Chicago. 


CIENCE has made of man a citizen of the world. By 
geographic exploration, steam and motor transportation, 
telegraph and telephone, and radio we share each other’s 
lives and rely for our daily needs upon our fellows in far cor- 
ners of the earth. The present turmoil is at least in part as- 
cribable to the need of a technological world for the develop- 
ment of larger economic and political units. 

We are rapidly moving toward the condition under which 
the only stable life is that of a unified world community. 
The techniques for transportation and communication 
necessary for this development are already here. Our eco- 
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‘Our word of men, as embodied in international documents, 
appears to be fast becoming without bond, without standing, 
without worth—M me. CHIANG Kat-SHEK. 


Ie most of the rest of the world comes under the sway of 
tyrants, shooting out their jets of poisoned propaganda, con- 
quering one country after another, annihilating the trade of 
other nations by their monopolistic methods and reducing the 
whole civilized world either to stagnation or chaos, then we 
might indeed come finally to the point where, in self-defense, we 
had to fight. To prevent that is, I believe, the cardinal aim of 
American foreign policy—HAMILTON FIsH ARMSTRONG, 
Editor of Foreign Affairs. 


GF: T takes a very silly woman to be thrilled by a war like this.— 
THE MARCHIONESS OF READING, head of the Women’s Vol- 
untary Services for Civil Defense. 


nomic interdependencies are already intricate. It is largely 
outworn tradition which prevents the realization now of 
world political unity. 

Unless the growth of science and technology is sharply re- 
tarded, some kind of world government now seems inevitable 
and in the not distant future. 


The Final Control 


Joun W. Hanes, Under-Secretary of the Treasury. 


N° matter how heavily we tax, we cannot raise three or 
four billion dollars from present sources, unless we get 
more on which to levy. That means more business, more em- 
ployment, more national income, and I am convinced that 
this is the only logical way to improve our financial situa- 
tion if we are to maintain our present economic system. 

We now have the most powerful tax system in our history. 
If we could put substantially all our present unemployed 
back to work, the accompanying increase in national in- 
come would go far toward solving the problem. If, for ex- 
ample, the national income should rise to $80,000,000,000, 
the revenue would be about $8,000,000,000, instead of 
$5,000,000,000. Such an income would automatically de- 
crease the necessity for many types of public expenditures— 
such as, for example, unemployment relief, which should 
decrease as national income increases. 

After taking all possible precautions and setting up all 
possible regulations against bad and crooked business, let 
us find every means we can devise to encourage honest 
business. 

I contend it is equally to the interest of every private 
citizen and every official in every branch of our government 
—Federal, state and local—to add the weight of his influence 
to the recovery of business in every legitimate line. You, 
the American public, have the final control. Demands from 
back home upon the Congress for more and more Federal 
expenditures for less and less needed projects are at least a 
partial source of our difficulties. 
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- Social Mobility 


James B. Conant, President, Harvard University. 


A pe aim should be through education to supply the 
equality of opportunity which once was the gift of the 
frontier. To this end many of our educational devices must 
be reassessed, many of our educational institutions radi- 
cally rebuilt. We have too many which make only a pre- 
tense of cultivating intellectual talent; too few which do an 
honest job of preparing the non-intellectual boy or girl for 
a useful and happy life. Our colleges and schools must be 
prepared to differentiate their functions, one to provide one 
type of ladder of opportunity, another a ladder of a differ- 
ent sort. 

To assist in this endeavor a much more conscientious and 
discriminating form of educational guidance is necessary. 
Cooperation with industrial and governmental units to 
facilitate the flow of capable men into responsible positions 
must be encouraged. 

Above all, the false Jacksonian idea of democracy must 
be combated—the view that every man is just as capable as 
his neighbor. Ability is not equally distributed at birth, as 
the equalitarians have assumed; neither is it transmitted by 
inheritance with the regularity that those in power have 
always wished to believe. 

But in addition to shaping our educational policies in an 
endeavor to recapture some of the social mobility lost since 
the pioneers vanished, our schools and colleges have other 
assignments. They have to engender a truly democratic atti- 
tude among the student body even at the risk of making a 
fetish of ignoring the differences in the social background of 
certain individuals. Furthermore, they must foster ambi- 
tions directed toward a variety of ends, not solely that of 
ascending the economic ladder. In a community which 
includes several competing hierarchies of social values, one 
snobbery tends to cancel another. Under such conditions 
classes cannot be perpetuated successfully from one gen- 
eration to another. 

One has only to overhear the tone of a professor’s wife 
when she refers to someone as a “mere millionaire” to 
realize that some sections of American society can be 
polarized by other forces than that of the almighty dollar! 

And finally, our education should evoke a loyalty to the 
American idea of freedom through social mobility; a loyalty 
based on understanding but none the less galvanized by 
emotion. 

I do not see how in the future a highly stratified and rigid 
society can remain stable and at the same time free. 

As much as I mistrust the new social order proffered to us 
by the advocates of the class struggle, so much do I also 
suspect the freedom that would remain when the nation 
was governed by the extremists of the Right. I am per- 
fectly frank to admit that from my point of view the sort 
of individual liberty which has been characteristic of this 


¢GurEATENING nobody, always disposed to contribute to 
peaceful solutions of international problems, believing in jus- 
tice and in her righteous cause, Finland is determined with all 
her means to protect her rights, now and in the future.— 
HJALMAR J. Procopr, Finnish Minister to the United States. 


Ik we became involved in the fray, it is on our soil that the 
issue would be fought out, and, in view of the small size of our 
territory, that would spell utter destruction for Belgium, what- 
ever the issue of the war—Lropo tp III, King of the Belgians. 
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country is a prime requisite for a satisfactory type of civili- 
zation. I should put this first on my list of desirables. 

‘The Bill of Rights and academic freedom go hand in 
hand. Dislike of governmental tyranny and hatred of 
restraints on man’s intellectual powers are close allies. 

It is for that reason that I dread the possibility of this 
country’s becoming more intensely class conscious and more 
highly stratified. For in that event it seems extremely 
probable that over the horizon will loom as a model either 
Germany or Russia. I suspect that the United States can- 
not respond with vigor to today’s challenge to civilization 
unless through education social mobility may be once 
again achieved. 


“Underground System” 


Epna St. VINCENT MIL1ay, Poet. 


AST Winter it seemed to me that Germany and Russia 
were bound to come together; and it occurred to me 
that such an alliance, working secretly underground in 
America, might be a danger to us. I wrote a poem then 
which I will-read to you. It is called 


UNDERGROUND SYSTEM 


Set the foot down with distrust upon the crust of the world—it is thin. 
Moles are at work beneath us; they have tunnelled the sub-soil 

With separate chambers which at an appointed knock 

Could be as one, could intersect and interlock. We walk on the skin 
Of life. No toil 


Of rake or hoe, no lime, no phosphate, no rotation of crops, no irrigation 
of the land 

Will coax the limp and flattened grain to stand 

On that bad day, or feed to strength the nibbled roots of our nation. 


Ease has demoralized us, nearly so; we know 

Nothing of the rigours of winter; the house has a roof against—the car 
a top against—the snow. 

All will be well, we say; it is a habit, like the rising of the sun, 

For our country to prosper; who can prevail against us? No one. 

The house has a roof; but the boards of its floor are rotting, and hall 
upon hall 

The moles have built their palace beneath us; we have not far to fall. 


A Categorical Negative 


Lewis H. Dovctas, Former Director of the Budget, and 
President-Elect of the Mutual Life Insurance Company of 
New York. 


_ theoretical argument advanced in favor of priming 
the pump by the use of the public credit is that by in- 
creasing purchasing power during a depression private 
spending will be increased, a spiral of recovery commenced, 
expenditures reduced, the budget balanced and public debt 
liquidated. 

Implicit in this theory, with which neither I nor experi- 
ence agree, is the abstraction that the Government, having 
assumed the credit for fostering a recovery, will accept the 
blame for inducing a depression that may follow a reduction 
of expenditures commenced at the wrong time or in the 
wrong amount. Implicit in this theory is the unalterable 
fact that some agent of public authority must make two 
highly technical and exceedingly delicate decisions—first, 
when in the business cycle shall public expenditures be re- 
duced, and, second, by how much? 

Can the Congress of the United States or any parliamen- 
tary body make this sort of a judgment, requiring, as it 
does, an impartial non-political and professional review and 
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evaluation of a complicated array of statistics and estimates 
of quantitative and qualitative business activity? And if a 
parliament cannot make these two difficult decisions, must 
not the responsible representatives of the people lose their 
control over the public purse strings by committing the task 
to an irresponsible body? 

Perhaps these questions are unanswerable. Perhaps gov- 
ernment, or public authority, will be unwilling to assume the 
risk of inducing a depression by retrenchment. In this event 
the policy of spending must be continued by administering 
ever increasing doses of public funds in an effort to main- 
tain a rising or even a stationary level of economic activity. 
Ultimately, as the more recent experiences in Europe, in- 


To Hire or 


Guy W. WapswortH, JR., Personnel Manager, Southern 
California Gas Company, before the AMERICAN MANAGE- 
MENT ASSOCIATION’S Office Management Conference. 


HE traditional hiring interview, to the extent that it goes 

beyond appraisal of factual information and includes a 
so-called “sizing up” process, is definitely open to question. 
Few firms take the trouble to keep individual records of 
success and failure on the job, so we do not know how many 
of the “sure winners” spotted in the personal interview turn 
out actually to be such on the job. Certainly it is neither un- 
kindly, nor a departure from fact to say that the case for the 
traditional pre-employment interview has yet to be estab- 
lished. Experimentation has indicated that one interviewer 
may be “favorably impressed” by a given applicant, while 
another may feel convinced that the same applicant is a 
potential misfit. 

Beyond the evidence of experimentation, it should be ob- 
vious that the interview situation itself presents distinct 
peculiarities. The applicant wants something, and must 
necessarily say what he thinks will be pleasing to the inter- 
viewer. Sometimes the merest of irrelevancies will change 
the whole course of an interview—discovery of mutual 
friends, hobbies, a liking for golf. A candidate can, on occa- 
sion, turn dark defeat into glorious success for himself, and 
get the job by confiding that he, too, does not think too well 
of the New Deal. There is little evidence that the inter- 
viewer becomes the objective thinking machine which we 
would like to have him become. On the contrary, his views 
or impressions of given candidates may not even meet the 
test of his own subsequent analysis. 

We are notably unaware of our own motives. Most any of 
us can think up reasons why a viewpoint we have adopted 
was a good one, but the chances are that those reasons did 
not remotely figure in our original thinking. This applies in 
personnel work just as in national politics. Much that is 
impulsive, or simply part of a stimulus-reaction process, un- 
doubtedly influences the outcome of the pre-employment 
interview. Stated otherwise, the decision “to hire” or “‘not 
to hire” frequently rests upon intangibles. 


INADEQUATE TOOLS 


EVIDENCE that the traditional tools of the personnel trade 
leave so much to be desired, suggests constructive effort 
toward the betterment of the current procedures, and the 
development of more valid techniques. References and rec- 
ommendations can be easily improved upon by a simple 
expedient. The chief difficulty with letters or telephone calls 
from the personnel department to former employers and 
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deed as all experiences reveal, this volume of public spending 
produces economic disintegration manifested by widespread 
public distress. Attempts to minimize these consequences 
require the use of totalitarian measures and totalitarian 
techniques—measures and techniques designed to control, 
to regulate the prices at which goods and services may be 
sold, the quantities at which they may be produced, with 
what they may be exchanged in the market places of the 
world, and finally, the diversion of investment and even ex- 
propriation of private savings. The decision for us to make is 
whether this totalitarian system is compatible with respon- 
sible representative, constitutional government. History 
provides us with a categorical answer in the negative. 


Not to Hire 


personal references is that the nature of the inquiry is read- 
ily recognized if not actually disclosed. Once it is apparent 
that someone is being considered for a job, sources of in- 
formation dry up. 

Hidden disqualifications are frequently revealed when a 
credit agency contacts former employers and references, 
ostensibly to make a credit inquiry. Personal qualities im- 
portant to job success may also be disclosed in such contacts. 
Within our experience, one inquiry in seven under the aus- 
pices of a good credit agency provides information of some 
real use to us. This is in contrast to our own direct efforts, 
where only about one inquiry in 300 gave us any information 
worth having. In over 7,000 letters of reference received by 
one of our Pacific Lighting companies, there were adverse 
comments regarding less than 20 individuals. — 

Interpretation of the application for employment can be 
improved upon by a rigid practice of scrutinizing character- 
istics of the existing force prior to applying restrictions in the 
actual hiring situation. Before concluding that applicants 
for given work should be six feet tall, belong to a lodge, or 
have been born of Scandinavian parents, we should study 
the people we already have. If our best workers really are 
those who meet such specifications, well and good. In prac- 
tice, however, periodic check-ups are healthy. Too often 
specifications have been fathered in solitary meditation 
rather than through the medium of counting cases. 


DEAL ONLY WITH FACTS 


INTERVIEW procedure apparently becomes realistic only 
as we succeed in submerging our prejudices, and deal strictly 
with facts. This is a formidable task. Even the best friends 
of the interview method recognize that it is difficult to enter 
into the interview situation, and at the same time detach 
yourself from it sufficiently to become utterly objective to- 
ward the human being across the table. Our own view is that 
personnel departments must necessarily be prepared to carry 
on interviews, as the public expects this courtesy. There is, 
however, no law which requires placing reliance upon im- 
pressions gained in the course of interviewing. Beyond broad 
conclusions which can be formed regarding physical appear- 
ance, and the opportunity it affords to clear up cryptic 
statements on the application form, the procedure appears 
to offer little valid assistance in making a selection. 

On the other hand, we customarily see to it that the super- 
visor, with whom the finally selected applicants are to work, 
gets to interview all of the candidates who have cleared 
the preliminary hurdles in the personnel department. The 
supervisor should not be compelled to accept any candidate 
sight unseen, nor should his reactions be ignored. 


BANKING 


CLaupE E. Bennett, President, Pennsylvania 
Bankers Association, and President, Tioga County 
Savings & Trust Company, Wellsboro, before the 
CENTRAL PENNSYLVANIA RALLY, AMERICAN INSTI- 
TUTE OF BANKING. 


Pie cectonian additional loaning bureaus by the 
Government for the express purpose of liberaliz- 
ing credit facilities for loan applications having 
doubtful merit, eventually resulting in substantial 
losses, would foster a subtle form of communism. 


ALEXANDER WALL, Secretary-Treasurer, Robert Morris 
Associates, Philadelphia, before the MINNESOTA BANKERS 
CONFERENCE. 


E are hearing a good deal about longer term loans to 

be made by banks as a means of securing earning assets. 
Some bankers are turning up aristocratic, traditional noses 
at having a five-year maturity to final payment. Others are 
rushing to accept this outlet for loanable funds in almost 
complete unpreparedness. 

The way forward is along neither of these roads. After all, 
the longer term loan differs very little in principle from other 
deferred payment buying. If the assured volume of a com- 
pany grows faster than profits can increase owned capital, 
it is probable that at some relatively near date there will 
have to be a point beyond which it will be unsafe for volume 
to increase. If the growth has been sound, profits should 
continue, and these may constitute a means of liquidating 
any debt increase because the larger volume demands 
more than the available cwned capital. This differs only in 


It Doesn’t Make Sense 


Longer Term Loans 


“Straight from the Horse’s Mouth” 


Instead of pouring the taxpayers’ money into the 
hands of undeserving applicants for credit under the 
guise of preserving industrial activity, the Govern- 
ment might better create an out-and-out subsidy for 
the perpetuation of businesses of doubtful merit in- 
stead of casting reflections upon the entire banking 
world as to its unwillingness to make loans. 

The spectacle of the banks all loaded with excess 
reserves, all willing and anxious to make loans, and 
then setting up additional credit facilities to compete 
with the banks, just does not make sense. 


magnitude from the purchase of an automobile truck. 

When capital is permanently needed, a term loan is a 
proper method to supply that capital to industry. The 
period for payment is longer, the amount may be consid- 
erably larger than the well understood consumer loan, but 
payment will be made from future income or earnings in a 
generally similar manner. In the case of such a loan, con- 
sideration should be given to the probability or improbabil- 
ity that the company may be able to use this additional 
capital continuously or relatively so. Such loans are a true 
banking function. 

Unless bankers develop a proper technique to handle longer 
term loans, some other agency will. It may be a repetition 
of the experience with consumer loans or it may be that 
some Government agency, unfortunately susceptible to the 
influence of expediency, will undertake this banking 
function. 

Bankers may elect to undertake the sound development 
of this type of credit, or they may lose it. Appareritly the 
choice is still with the banker. 


JoserH C. Grew, U. S. Ambassador to Japan, before the AMERICA-JAPAN SOCIETY in 


Tokyo. 


agreements. 


HEY (the American people) regard with growing seriousness the violation and interference 
with American rights by Japanese armed forces in China in disregard of treaties and 


When such opinion tends toward unanimity it is a force which a government cannot pos- 
sibly overlook and will not fail to reflect on its policies and actions. 

It is probable that many of you are not aware of the increasing extent to which the people 
of the United States resent methods which Japanese armed forces are employing in China 


and what appear to be their objectives. 


American people have been profoundly shocked over the widespread use of bombing in 
China, not only on the grounds of humanity but also on the grounds of direct menace to 
American lives and property, accompanied by the loss of American life and the crippling of 


American citizens. 


The American people, from all thoroughly reliable evidence coming to them, have good 
reason to believe an effort is being made to establish control, in Japan’s own interests, in large 
areas of the continent of Asia and impose on them a system of closed economy. 

What I shall say in Japan in the ensuing months comes “straight from the horse’s mouth,”’ 
in that it will accurately represent and interpret some current thoughts of the American 


Government and people. 


Only through consideration of those facts, and steps to alter those facts, can Japanese- 


American relations be improved. 
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A Program for Savings Banks 


Dr. Irvin Bussinc, Director of Research, Savings Banks 
Trust Company, before the Savincs BANKs ASSOCIATION OF 
THE STATE OF NEW YORK. 


Four Points 


I AM making certain suggestions. It is a four-point 
program: 

1. I should like interested banks to have permission 
to establish a split rate of dividend; and 

2. Accumulation of accounts for those depositors who 
wish to achieve a definite objective. 

3. Permissive legislation which would enable banks 
to establish bill-paying departmenis. 

4. Permissive legislation enabling banks to offer 
checking privileges to their depositors, if the institution 
jinds this desirable-—Dr. Bussinc. 


RAISE the question whether our dividend policy is 

adapted to the high degree of activity of small accounts 
and the relative inactivity of large accounts. The conclusion 
I am forced to accept when I ask myself that question is that 
our dividend policy is not adapted to those conditions. 

I wish I could claim authorship for the suggestions I am 
going to make, but I am only offering them secondhand. 
They have come to me from others who have been in this 
business longer than I. 

A split rate of dividend was suggested to me about two 
years ago. It can be applied in one of several forms. 

I experimented with a type of split rate (it may not be 
the best type) but I can tell you approximately what it 
would cost to apply that type and what it might accom- 
plish. 

Let’s look at diagrams A, B, C, D and assume that the 
horizontal broken lines indicate the minimum balances in 
these accounts during the past five years. Let’s assume that 
we applied one rate to the entire balance throughout the 
year and that at one dividend date (say during the Christ- 
mas season) a bonus dividend was paid on the minimum 
five-year balance. 

Let’s take this example: Suppose that this account (C) 
has a minimum balance of $300 and a total balance of $800. 
We would reward this individual by paying, for argument’s 
sake, a total of two and one-half per cent on the undisturbed 
portion and one per cent on the remainder. 


What would this cost? That is perhaps the first question 
that comes to our minds. I am speaking in terms of money 
cost, not in terms of operating cost at the moment. 

We found that to pay a split rate of 21% per cent per an- 
num on undisturbed, five-year balances and 1 per cent per 
annum on the difference would save between nothing in one 
bank and 38.9 per cent in another bank, among the 20 banks 
analyzed. That is a saving over the present dividend cost. 

Banks which would save the most are those with B-C 
characteristics, those with much activity and new money. 
Banks saving the least have descending balances and large, 
inactive accounts, the A-D combination. 

Finding that there would be a saving of that much on the 
2% per cent-1 per cent split, we attempted a 3 per cent-1 per 
cent split. On this basis the bank which would exceed its 
present dividend cost the most would have exceeded it 17 
per cent; but on the other hand, going down the line, you 
reach a point where some banks would break even, and from 


“that point on banks would increase their saving. The bank 


which would save the most, even on a 3% per cent basis, 
would save 35 per cent of its present dividend cost. That is a 
B-C bank. 

Some people object, saying: “It’s too much trouble to 
calculate two rates of dividend.” All right, I agree that it is 
troublesome. I think, however, that it is going to be more 
troublesome to run the whole bank in the next few years than 
it has been in the past. For one thing, we are going to have 
more competition. 

Another objection that has been raised to the payment of 
a split rate of dividend, based on minimum balances, is this: 
A person says to me: This depositor, A, can’t object because 
he is getting the highest rate on his entire balance. D can’t 
object because he is getting a high rate on a substantial bal- 
ance. And C is getting service plus a high rate on his stable 
funds. The only person who may kick is B who is putting 
money into the bank consistently year after year. He is not 
getting a break because he receives the higher rate on a rela- 
tively small portion of his balance and the lower rate on the 
larger portion. That is the type of person who is buying sav- 
ings bonds today, isn’t it? He is making regular deposits to 
an account, he is building up a balance, he has an objective. 


ACCUMULATION ACCOUNTS 


CAN we meet his requirements? Frank Bergan of the Emi- 
grant Industrial Savings Bank (New York) has been telling 
us that we ought to be offering to our depositors what he 


To illustrate his remarks on a split dividend Dr. Bussing used these diagrams: A, an account with a descending 
balance; B, one with an ascending balance; C, the active “‘put and take”? account; D, the relatively large inactive 


account. 


= 
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calls an “accumulation” or “objective” account, for those 
depositors who wish to build up a balance to a certain goal 
by means of deposits more or less regularly. 

Frank says, ‘Why don’t we take that money and say to 
the depositor in guid pro quo, ‘If you will put your money 
regularly into our savings bank and leave it there, anticipat- 
ing some goal of $5,000 or $1,000, or what-not, we will meet 
you halfway. We will pay to you our basic rate of dividend 
on your deposits, whatever that rate may be. At the same 
time, if earnings permit, the trustees of this institution will 
declare an additional or bonus dividend to you for your con- 
sistency as a saver. That dividend will not be credited to 
your account currently, but will be reserved; and if you 
reach your objective, those reserve dividends will be credited 
to your account at the time you reach your goal. If you don’t 
reach your objective, or wish to withdraw, you may have 
your money and the dividends that have been credited at 
whatever basic rate or rates the bank has paid.’ ” 

Would that offer a competitive approach to the savings 
bond? I think it probably would. We could offer more in fact 
than the savings bond, not necessarily in terms of yield 
(although that too is conceivable) but in terms of conven- 
ience and liquidity. 


BILL-PAYING SERVICE 


LET’S now turn to the other extreme—that large group of 
savers who are using the savings bank as somebody with 
whom they can play “put-and-take”—a special purpose 
savings account. 

Somebody may say, “We don’t want to handle bills. It is 
too much of a risk.” Others say, “Why can’t we handle 
depositors’ bills? We handle their money.” 

There isn’t any reason, if a group of banks finds this a 
desirable service for them to undertake, why the group of 
banks couldn’t pool all their bills. In the same way that the 
bank pools the bills for its depositors, Savings Banks Trust 


Company could pool the bills for the banks; instead of send- 
ing several checks to the various vendors, only one would be 
sent. There is no limit to the degree of integration and con- 
centration of functions that could be effected by that process, 
at least in the metropolitan area. 

The question has arisen as to whether a bank can make 
any money out of that type of service. Mind you, if the bank 
didn’t make any money on that service, it would still make 
money on it in the long run, because it would thus shift 
some of the high cost activity from the banking floor to a 
low-cost department in the cellar, where peak demands 
may be largely eliminated, and less expensive employees 
engaged. 

This brings me to what some of you will at first consider to 
be a “radical” proposal. 


THE CHECKING PRIVILEGE 


I AM inclined to think, in all sincerity, that mutual savings 
banks should be permitted to offer pay-as-you-go checking 
privileges to their depositors. This implies a charge sufficient 
to carry the freight. 

Assuming that the charge will be sufficient, I believe that 
some savings banks where activity is a problem have 
reached the time when they should be permitted, if they so 
desire, to offer checking service to their depositors. It is in- 
convenient to the depositor to come to the bank; it always 
has been; it is becoming more so with traffic conditions as 
they are. Your bank must be in a thickly populated section 
—I mean daytime population. Therefore, you are obliged to 
be in a congested area. It is not convenient for the housewife 
(that is, half of your depositors) to come downtown to draw 
her money out, because she can’t park her car. Coming to 
the bank in person is always inconvenient. A savings bank 
therefore should be permitted to make it possible for the 
depositor to get his funds by means of drawing a check and 
paying for the privilege. 


As Josh Billings Said— 


MERLE E. SELECMAN, Deputy Manager, American Bank- 
ers Association, before the M1ip-YEAR TRUST AND SAVINGS 
CONFERENCE, NEW JERSEY BANKERS ASSOCIATION. 


jie used to be a popular slogan among community 
organizations to-this effect: “Get acquainted with your 
neighbor. You might like him.’ Can’t we paraphrase this 
and say: “Get acquainted with John Q. Public. You might 
like him—and he might like you.” 

Remember what Charles Lamb said when reminded that 
he did not know a man whom he said he disliked. “Of course, 


r. we do not want to get trade by trading and do not wish to 
lower trade barriers to facilitate trading, let’s stop talking 
about the glorious possibilities of trade increases in the Western 
Hemisphere —HENRY F. GRapy, Assistant Secretary of State. 


l AM glad to see the philosophy taking hold again in this coun- 
try that the individual is the cardinal element in our system 
of economics and in our social life. The forces that are now be- 
ing displayed across the seas will, in my humble opinion, bring 
back with greater conviction than ever our faith in the innate 
place of the individual in the scheme of life-—Cuar.es F. 
ZIMMERMAN, President, First National Bank, Huntingdon, Pa. 


December 1939 


I don’t know him,” said Lamb. “If I did I couldn’t dislike 
him.” 

If the public dislikes us because they don’t know us, it’s 
our own fault, not theirs. 

Remember also what that eminent exponent of good, 
common horse sense, Josh Billings, said one time, “The 
trouble with the American people is that they know too 
many things that ain’t so.” 

If the public knows things about banking and trust service 
that ain’t so, it’s not their fault. 

It’s ours. 


‘oe is enough power in a single gallon of gasoline, if all 
could be utilized, to drive a modern car from Detroit to St. 
Louis —CHARLES F. KETTERING, General Motors Research 
Director. 


HIS country should not be content simply to eat and go to 
the movies. That would be a sorry contribution to modern 
civilization.—Senator CARTER GLASS. 


F we are conquered all will be enslaved and the United States 
will be left single-handed to guard the rights of man. 
—WINSTON CHURCHILL. 
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A Meeting of Trust Men 


BELOW are extracts from some of the addresses at the Tenth 
Annual Mid-Continent Trust Conference, American Bankers 
Association. 


Rotanp E. Cxiark, President, Trust Division, A.B.A., 
Vice-president, National Bank of Commerce, Portland, Me. 


The Trust Indenture Act 


Mc has been said regarding the effect of the Trust 
Indenture Act upon the administration of our corporate 
trusts. After discussing the problem with members of the 
Executive Committee of the Trust Division and of the Com- 
mittee on Mortgagee Trusteeships, it seems to me that the 
effects of the Act will be about as follows: 

As to the period before default, the administration of in- 
dentures subject to the Act will, with some exceptions, differ 
but slightly from present methods. 

The principal exceptions, but to my mind ones of minor 
importance, will be the maintenance of bondholders’ lists, 
the making of annual reports, and in some instances, of spe- 
cial reports by the trustee to the bondholders, the main- 
tenance of special records to determine when certificates by 
independent experts are required, and the establishment of 
machinery for checking possible conflicts. These points of 
course are of minor importance only in the sense that they 
relate to departmental operation as distinguished from mat- 
ters requiring the exercise of judgment. 

At first blush, the prohibition against exculpatory clauses 
of the type with which we have become familiar appears to 
bring about a radical change. I do not mean to minimize the 
extent of that change. Yet it is important to bear in mind 
that the Act expressly permits the inclusion in indentures of 
language providing (1) that the indenture trustee shall be 
liable before default only for such duties as are specifically 
placed upon it by the indenture; (2) that the indenture may 
provide that in the absence of bad faith the indenture trustee 
may conclusively rely on the opinions of lawyers, account- 
ants, and other experts, and (3) that the indenture trustee 
shall not be liable for an error of judgment if it was not negli- 
gent in ascertaining the pertinent facts. 

As to the period after default, there is substantial change 
in duties and responsibilities. The Act requires that the in- 
denture shall provide that after default the trustee shall 
exercise such of its rights and powers and use the same de- 
gree of care and skill in their exercise as a prudent man would 
exercise under the circumstances in the conduct of his own 
affairs. As the result of many court decisions, we have in the 
administration of personal trusts a well defined idea of the 
meaning of the prudent man standard. Until the courts in- 
terpret the meaning of the prudent man standard under 
corporate indentures, it will not be possible for us to feel that 
as to corporate trustees the rule has desirable definiteness. 


Standardization of Trust Policies 


GILBERT T. STEVENSON, Director of Trust Research, 
Graduate School of Banking. 


N April 1933, upon the adoption of “A Statement of Prin- 
ciples of Trust Institutions”, the United States took the 
lead of all common-law countries in the codification and 
statement of trust principles. It still is far behind all the 
others in the standardization and statement of trust policies. 
Mayn’t it be time now to give special attention to policies? 
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A Basis for Trust Fees 


A. Reap, Vice-president, Central Hanover Bank 
and Trust Company, New York City. 


7 is obvious that the life of any given trust will be determined 
by factors over which the trustee has no control. Whatever this 
period may be, the trustee is obligated to provide fiduciary serv- 
ices of high quality from year to year right through the termina- 
tion of the trust, and the expense of providing this service is 
continuous. Obviously, if compensation is to be adequate, it 
must take these facts into account. 

Any scientific schedule should provide for annual fees on 
both principal and income, since that is the only way that trust 
fees can be measured in terms of service. We can doubtless 
agree that it is reasonable to assume that the wish of the average 
grantor of a trust is to favor the life tenants of a trust rather 
than the remaindermen, because the widow or children are 
nearer to his heart than are the eventual distributees, who are 
often grandchildren, but are frequently charitable or educational 
institutions. 

In testing the fairness of any schedule of annual fees, a good 
method is to determine whether or not, at the average life of all 
trusts, the proposed schedule takes in fees approximately the 
same percentage of the total amount received by each class of 
beneficiary. In other words, if the life tenant pays about the 
same percentage of ‘the total amount he receives as does the 
remainderman, the schedule can be said to be fair. 


Trust principles are the basic, unchanging, universally 
applicable doctrines of trust business. Every trust institution 
in the common-law world could subscribe to the same state- 
ment of principles. Trust policies are the settled and definite 
courses of procedure adopted by a trust institution for the 
execution of its business. They are a matter of selection and 
choice, subject to change, and of local application. No trust 
institution would continue the same policies on all points for 
all time. Perhaps no two would adopt identically the same 
policy on every point. Whereas our Statement of Principles 
is national, any statement of policies would be local. 

Most of the trust institutions of other common-law coun- 
tries have made statements of policy on the following points: 
Serving with co-executors and co-trustees, providing in the 
instrument for compensation, reserving the right to decline 
appointments, drafting trust instruments, safekeeping wills, 
retaining original trust investments, carrying on businesses, 
retaining family lawyer and other professional representa- 
tives, and self-dealing. 

As a start toward stating trust policies, there has been 
assigned to each of the 98 present students majoring in 
Trusts in The Graduate School of Banking, as one of his 
1939-1940 extension-work problems, the drafting of a sug- 
gested statement of policies on the nine points mentioned. 
As a start toward standardizing trust policies, two American 
trust institutions—one each in Canada and the United 
States—have issued official pamphlets containing, among 
other things, a statement of policies. Throughout the com- 
mon-law world the official pamphlet is the accepted and ap- 
proved method of bringing the policies of a trust institution 
to the attention of its prospective trust customers and their 
attorneys. 
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THE CANADIAN BANK 
OF COMMERCE 


HEAD OFFICE TORONTO 


STATEMENT AS AT 3lst OCTOBER, 1939 


ASSETS 

Cash on hand and due from Banks and Bankers $105,922,070.19 
Notes of and Cheques on other Banks 19,906,975.20 
Government and other Public Securities. . Stainless 275,731,920.01 
Other Bonds and Stocks 26,106,832.15 
Call and Short Loans ( eld of sufficient marketable) 23,.121,431.94 
Deposit in Circulation Fund, held by Dominion 

Government 907,000.00 


Total Quick Assets cae per cent. of Total Liabilities $45 1,696,2 29.49 


to the public 


market value 


Loans and Discounts (After full provision for bad and doubtful debts) 255,989,768.69 


Acceptances and Letters of Credit on Customers’ 
Account 15,607,861.82 


Bank Premises 14,521,215.78 
Other Assets 7,835,669.21 


$745,650,744.99 


Notes in Circulation $ 15,928,954.93 
Deposits 662,708,426.52 
Bills Payable 10,401.42 
Acceptances and Letters of Credit outstanding 15,607,861.82 


Total Liabilities to the Public $694,255,644.69 


Capital Paid Up 30,000,000.00 
Reserve Fund 20,000,000.00 
Dividends declared and unpaid 612,298.75 
Balance of Profit as per Profit and Loss Account 782,801.55 

Total Liabilities $745,650,744.99 


S. H. LOGAN, President A. E. ARSCOTT, General Manager 


578 Branches throughout Canada and other Countries 

Branches outside Canada: SEATTLE; PORTLAND, ORE.; SAN FRANCISCO; LOS ANGELES; 

LONDON, ENG.; HAVANA; KINGSTON, JAMAICA; BRIDGETOWN, BARBADOS; PORT OF SPAIN, 
TRINIDAD; BELLEORAM AND ST. JOHN’S, NEWFOUNDLAND. 


Oy 


New York Agency: Exchange Place and Hanover Street 


C. J. STEPHENSON | 


N.J.H. HODGSON ¢ 


December 1939 
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Personal Loan Experience Record 


KENTON R. CRAVENS, Vice-president, Cleveland Trust 
Company, and President, Bankers Association for Consumer 
Credit, before PirrsBURGH CHAPTER, AMERICAN INSTITUTE 
OF BANKING. 


HILE no accurate figures are available, I would esti- 

mate, on the basis of a number of individual polls, that 
there are some 2,000 commercial banks which today have 
special and distinct personal loan and time sales depart- 
ments. There are undoubtedly some 8,000 other banks that 
are engaged in some form of consumer credit. Exclusive of 
FHA modernization credit, I would say that these 2,000 
banks with separate departments have considerably more 
than 75 per cent of all of the personal loan and time sales 
paper handled by all of the commercial banks. 

Considering bank personal loans separately, during 1938 
loans were made to about 1,500,000 people for about $375,- 
000,000. This represented about 20 per cent of all of the 
personal loan business of the four major credit agencies, 
namely—personal loan companies, industrial banks, credit 
unions and commercial banks. 

It is much more difficult to estimate the time sales paper 
handled by commercial banks, but I would venture that last 
year commercial banks handled in excess of 2,000,000 cus- 
tomers with a time sales volume somewhere between four 
and five hundred million dollars. This represented approxi- 
mately 10 per cent of the total time sales volume in the 
United States. 

The total outstanding of both types of consumer credit for 
all of the commercial banks as of December 31, 1938, was 
somewhere in the vicinity of $500,000,000. During the cur- 
rent year this outstanding has undoubtedly increased tre- 
mendously, first, because of the large number of additional 
commercial banks entering the field; second, because the 
departments of those banks already in business undoubtedly 
became better equipped to handle a larger percentage of the 
available business; and third, because better business condi- 
tions created a larger supply of this credit. 

The growth of personal loan and time sales departments in 
commercial banks is very significant. Approximately 50 per 
cent of all of the departments in existence today were opened 


since 1935. Some 25 per cent of the present-day total had 
their inception during the previous four-year period. There 
were less than 10 per cent of the present departments in 
existence prior to 1925. 

You might be interested in some factual data I have pre- 
pared relative to the borrowing characteristics of the people 
who make up this vast market. These statistics are a result 
of a sample test of a block of 10,000 personal loans of the 
Cleveland Trust Company made during the current year. 

The most popular type of personal loan was the single 
name type which constituted about 50 per cent of the loans. 
This does not run true to form with personal loan depart- 
ments generally, since single name paper usually amounts to 
only about 25 per cent. Of our business this year, 25 per 
cent was co-maker loans whereas the national figures show 
approximately 50 per cent on a co-maker basis. The re- 
mainder of the 25 per cent was made up of secured loans with 
such collateral as automobiles, listed stocks and bonds and 
other types of security. This follows pretty well the national 
percentage. 

Our consumer credit operations are highly departmental- 
ized and in addition to our personal loan department we 
have separate departments for the financing of automobiles, 
household appliances, and small industrial equipment, mod- 
ernization of homes and business property, heavy industrial 
equipment and soft goods on an indirect basis. This de- 
partmentalization affects the character of our direct per- 
sonal loan business because much of the normal personal 
loan business is forced into other channels. You will be inter- 
ested in knowing that of our strictly personal loans 80 per 
cent matured in 12 equal monthly instalments or less; about 
5 per cent in 15 months; and about 15 per cent in 18 months. 
Only .3 of 1 per cent of our paper was in excess of 18 months. 

In respect to dollar size, 40 per cent of our loans were for 
amounts ranging from $100 to $199; 20 per cent from $200 to 
$299; and 40 per cent in excess of $300. Our average loan, 
which was considerably more than $300, was well above the 
national average which is, as nearly as we can determine, 
slightly over $200. 

As to why people borrow, our figures do not run true to 
average since again we force most loans for durable consumer 


Financial Democracy 


WILLIAM ALLEN WHITE, Editor, before an audience of life insurance men in New York. 


MERICAN life insurance shines at the apex of our devices for thrift. It is probably the 
most powerful, most efficient and most widely useful of all our democratic financial in- 
stitutions. Here is a democratic enterprise which embodies our thrift. 
Life insurance as it stands today is one of the distinguished achievements of the modern 
world. America’s wide use of life insurance gives that institution here a difference in size that 
becomes almost a difference in kind. American life insurance is in reality a front line trench 


of democracy. 


Our American life insurance brings self-respecting old age to millions. It stimulates educa- 
tion. It removes the sting of poverty from widows and children. It maintains a level of con- 
sumers’ cash. It upholds the market for the investor’s securities. 

As a job maker alone insurance turns into American business $2,500,000,000 every year, 
more money than any of the governmental resources of our official benevolence. As a source 
of our capital it fills and refills a vast pool of credit which is the life of American business. This 
could have been done only in a democratic republic. 

The foundations of this country rest upon an equitable distribution of wealth, not share and 
share alike but to each man according to his talents. Probably no other institution in our 
American life provides so exactly the reward of a man’s qualities as life insurance. 


BANKING 


goods through separate departments created to handle this 
business. This means that our loans are largely for the pay- 
ment of goods and services previously consumed. For ex- 
ample, 50 per cent of all of our loans are to consolidate out- 
standing indebtedness or paradoxically as it may seem, to 
enable people to get out of debt. Ten per cent were for medical 
purposes, such as hospitalization, doctors, dentists, nurses, 
etc.; 10 per cent for business purposes; 10 per cent for taxes 
and insurance, etc., and the remaining 20 per cent covered a 
wide variety of purposes, including education, vacation and 
advancement, investment, purchases, etc. 


BORROWERS’ OCCUPATIONS 


THE occupations of the borrowers are in themselves inter- 
esting. Strangely enough 25 per cent of our borrowers are in 
the skilled and unskilled labor group. Next in importance are 
office workers and self-employed people or proprietors. These 
two groups each make up 15 per cent or a total of 30 per 
cent. Next are those of supervisory capacity (office and 
store managers, foremen, etc.), which accounts for an addi- 
tional 10 per cent. Another 10 per cent is made up of sales- 
men and kindred workers. Eight per cent consists of pro- 
fessional and technical people, and 6 per cent are federal, 
state and city employees. The remaining 11 per cent is com- 
posed of executives and service people such as motormen, bus 
drivers, etc. 

Even more interesting is the income of these borrowers. 
Only 7 per cent had an annual income of between $600 and 
$1,200. Ten per cent between $1,200 to $1,500, whereas 45 


per cent had incomes of $1,500 to $2,400. More interesting 
yet—30 per cent had incomes of $2,400 to $4,800 and 8 per 
cent had incomes of $4,800 and up. There were almost as 
many in excess of $7,200 as there were in excess of $4,800. 
Ninety-three per cent of our borrowers had an income greater 
than the national average and almost 40 per cent received 
more than $2,400 a year. You can see from this income data 
why our average loan is larger than the national average. 
Our figures have conclusively shown that we have ren- 
dered a new service. It was because of our deep interest in this 
problem that we went to so much trouble to keep these data. 


IN SUMMARY 


LET us see what we can learn from our experience: 

Less than 20 per cent of our borrowers had outstanding 
balances with other lending agencies and this indebtedness 
in over 50 per cent of the cases was less than $100. 

About 40 per cent of all of our borrowers had never bor- 
rowed from any lending agency before. These agencies in- 
clude most all of the finance companies, which means that 
theoretically only 4 out of every 10 had borrowed or bought 
anything on time through a finance company. 

If we eliminate those who had used a finance company 
but had not borrowed directly, we find that over 50 per cent 
of our personal loan users represented purely virgin busi- 
ness—new business, if you please. 

In this way you can see that we have provided a service 
which, for one reason or another, had heretofore not been 
used by 50 per cent of our present personal loan borrowers. 


Constructive Opposition 


Puitie A. BENSON, President, The Dime Savings Bank, 
Brooklyn, before the MARYLAND SOCIETY OF ACCOUNTANTS. 


ype war in Europe has been a great misfortune to us. In 
addition to whatever uncertainties it holds for our econ- 
omy, it has diverted our attention from domestic issues. I 
believe that the last several months we have been having a 
recovery in public understanding and public morale. The 
people have been developing a sense of the usefulness of 
business and the error of anti-business policies. This has been 
largely due to fearless public discussion on the part of busi- 
ness and financial leaders. 

Now that discussion is partly lost in the welter of war 
news. I fear that some of the ground we have gained may 
have been lost because of this. 

People criticize rather freely the failure of business to 
make constructive proposals rather than oppose existing 
proposals. This criticism has been particularly directed at 
bankers. Well, the theory that everything business does is 
wrong and everything government does is right is a new 
conception of American life. 

If opposition to the destructive is negative it will be diffi- 
cult to define what is constructive. If, in the final analysis, 
the function of business is a social function, we have an 
obligation to defend business. We of the banking business 
have no desire to indulge in opposition for the sake of opposi- 
tion. But we do have an obligation to protect our depositors 
and an obligation to protect the general financial welfare of 
the country. When we oppose unsound proposals and at- 
tempt to guide legislation into sound and constructive chan- 
nels we believe we are rendering a constructive service to 
the public. 


December 1939 


Risk Capital 


HAT this clamor over the credit needs of small 

business is about is risk capital, not credit. Time 
was when the small entrepreneur could get capital. 
But regulations of the Securities and Exchange Com- 
mission make the issuance of securities by moderate 
sized business prohibitively costly, and high taxes 
and anti-business policies have discouraged individual 
investors from taking risks. I venture to say that those 
who have capital to invest are investing it in the safest 
and surest investments they can find and will con- 
tinue to do so until a period of encouragement to 
capital returns.—Mr. BENSON. 


For example, the bankers of California played an impor- 
tant part in the campaign against the “ham and eggs” pro- 
posal in their state. As a result they were made objects of 
particularly vitriolic attacks by the promoters of that insane 
plan. The bankers were against it, but who will deny that 
their opposition was constructive? 

It seems unfortunate to me that there should be conflicts 
between various segments of the business population. The 
small business man’s difficulties are the same as those of big 
business, namely, stagnation in the channels of commerce 
and trade. All business should be united in raising its voice 
constructively in opposition to unsound measures and in 
urging the lifting of unnecessary restrictions and the easing 
of taxation. 


95 


1 
n 
e€ 
it 
le 
S. 
t- 
r 
Ww 
e- 
h 
d 
al 
l- 
ve 
d- 
ial 
al 
er 
ut 
S. 
or 
to 
in, 
he 
ne, 
to 
er 
ING | 


AQUALIZED 


(An exclusive wet strength process) 


STRENGTH WHEN WET— .~ 


NEVER BEFORE 
OBTAINABLE IN A_ 
PAPER TOWEL 


* 


THE AQUALIZED FEATURE CREATES THESE ADVANTAGES 


WET STRENGTH ABSORBENCY NO FUZZ OR LINT SOFTNESS 


WwW ’ 
parce isintegrate when Quickly absorbs every bit Fibres are welded in place. Soft and cloth-like. Never 
. Eliminates towel waste. of water. So one wipes dry. No ‘‘towel dandruff.’’ harsh. Pleasant to use 
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